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PREFACE TO SECOND EDITION 


Since this book was first published, we have received many 
letters from different parts of the world containing valuable 
suggestions, and many of these have been incorporated into 
the present edition. The opportunity has also been taken to 
revise the book thoroughly. Figures and statistics, for which, in 
the first edition, we had to rely on information prior to 1939 
have now been brought up to date. Important changes, such as 
the nationalisation of the Bank of England, of the Coal In¬ 
dustry, of Iron and Steel and of Transport—all of which occurred 
after the book was first written—have now been taken into 
account. The chapter on Transport has been almost com¬ 
pletely re-written, the main provisions of the Companies’ Act 
of 1948 have been included in the relevant chapters, and 
additional material has been included dealing with the important 
work of the Company Secretary. 

The authors are very grateful for the suggestions they have 
received from teachers and students who have used this book and 
will welcome at all times any further criticisms or suggestions 
that may tend to make the book more valuable and useful. 

C. E. E. 
W. K. 


PREFACE TO FIRST EDITION 

There have been many books aiming at teaching Commercial 
Practice, and still more striving to teach English to Foreign 
students, but the present volume is, perhaps, unique in 
attempting to combine these aims, in trying, while giving an 
outline of English business organisation, to enlarge the student’s 
general vocabulary, to exercise him in grammatical construc¬ 
tions and to increase his power of expressing himself in English 
with ease and clearness. 

This book, the first of two volumes, covers the essential 
features of modem English business. It glances briefly at 
England s position in the world of trade, at her industries and 
powers of production. Then, in more detail, it surveys the 
various functions of commerce, the work of the wholesaler and 
the retailer, the forms and the control of business organisation 
from the sole trader to the limited liability company. It dis- 
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cusses the work of the various departments of a business 
concern, gives hints on Commercial Correspondence (with a 
variety of examples), examines the various methods of pay¬ 
ment, traces the course and gives the documents of a home and 
of an export transaction. 

Throughout, an attempt has been made to smooth away the 
particular difficulties of the foreign student and to enlighten 
him on those matters where the commercial procedure of his 
country differs from that in England. 

Each section of the book is followed by copious exercises 
based on the subject matter of that section. Of these exercises 
the ones marked A are designed to increase the student’s 
knowledge of English; those marked B to consolidate the work 
that he has done, by causing him to review what he has just 
read, to think about the issues involved and to arrange and 
express his thoughts in good, plain English. 

The vocabulary of this book has been very carefully con¬ 
trolled but not stringently limited. Its basis is the vocabulary of 
the four books of Essential English plus about 500 new words; 
but every one of these words is defined within the Essential 
English vocabulary’ in the Glossary on pages 326 to 343, 


So that this volume shall reflect as far as possible the con¬ 
ditions of business life of the country as it really is, we have 
included a judicious selection of the documents used in English 
Commercial practice. Moreover, many of the business letters 
included here are those actually used by some of the most 
modem and progressive London firms, who very kindly 
supplied them at our request. 

But though our main aim has been to make the book useful, 
practical and accurate, we have tried, too, to make it (what 
Commercial Courses so rarely are), readable also. For that 
reason we hope that the occasionally lighter touch by which 
some of the information is conveyed may be forgiven by the, 
perhaps, unduly serious-minded student. 

In Volume II we propose to deal at greater length with the 
Export and Import trade, the work of the Banks and the 
Clearing Houses, the Stock Exchange, Trusts, Cartels, In¬ 
surance, Tax questions. Commercial Law and something of the 
part played by the government in the organisation of Com¬ 
merce. f* T-» 'O 

L. L. 

W. K. 
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INTRODUCTION 


Letter No. i 


(Juan in Montevideo writes to Uncle Carlos in London) 


Montevideo, 

Uruguay. 

24 th January , 



Dear Uncle Carlos, 

As you have been in England now for several years, 
I am writing to you for some guidance and advice. I have 
been advised to go to England to study commercial life and 
business methods there before I begin a business career at 
home. Father, as you know, when he was alive, always had 
a great admiration for England both as a nation and as a 
centre of world industry, commerce and finance and was 
very anxious that I should have a thorough knowledge of 
the language and the country. Well, I have a fairly good 
knowledge of the language. I have worked through 
Essential English Books I-IV and have done some addi¬ 
tional reading, but I don't know anything about the more 
specialised vocabulary of business or the office routine 
there. I'm sure I couldn't write a proper business letter, 
and the City page of the English newspaper that I read, 
with its talk about Debentures, Joint Stock Companies, 
dividends, discount, F.O.B., and so on, is a complete 
mystery to me. 

I want to come to England but I really don’t know the 
first thing about how one sets to work to come. I feel 
terribly ignorant and should be very grateful if you could 
find time to write to me fully about it all. You have 
done all these things yourself and so you know' exactly 
what my difficulties will be and, being on the spot yourself, 
you can, I know, give me far more reliable first-hand 
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knowledge of what is necessary than anyone here. I 
know I am asking a lot and taking up far too much of your 
valuable time, but knowing you to be one of the best- 
natured fellows in the world, I am risking it. 

Kindest regards from us all here. 

Yours sincerely, 

Juan. 


Letter No. 2 

(From Uncle Carlos in London to Juan in Montevideo) 

Whitehall Mansions, 

Kensington, 

London, W. 8. 

io/ 7 i February, io—. 

My dear Juan, 

I was very pleased to receive your letter and even 
more pleased to know that you were thinking about 
coming to England. I am sure it is of the utmost im¬ 
portance to you to do so. For the business career that 
you are to follow it is absolutely essential that you should 
have a really good knowledge of world trade" of export 
business and of international commerce and finance. And 
where could you get a better knowledge of it than in the 
heart of that world, England? For, believe me, England 
is still the heart of it. 

Nor do I think that her influence is decreasing. Eng¬ 
land exports about £1,850 m. 1 worth of goods a year and 
her influence extends with those exports, for with the 
machinery and so on that she sends abroad her engineers 
and technicians go to the four comers of the earth. Thev 
are followed by her commercial agents, managers of works, 
scientists to develop the raw materials, administrators, 
civil servants, business men, seamen—all making England 
and her manufacturers, her speech, her manners, her cus¬ 
toms known in every part of the world. In recent years 
this influence has spread even more rapidly. The world is 

1 £1,850 m. is the abbreviation for £1,850,000,000, 
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shrinking constantly. Fast liners, the steam engine, the 
motor car and the' aeroplane have brought the nations 
almost on to each other's doorsteps. So it is more impor¬ 
tant than ever that we should know these neighbours 
intimately, should know their customs and usages, their 
laws and their language. If for no other reason, \ou 
ought to come to England to perfect your knowledge of 
English, the language of administration and trade, of cul¬ 
ture and entertainment for more than 600,000,000 people 
and an acquired language to many millions more, Stu¬ 
dents in Europe and other parts of the world are realising 
more and more the enormous value that a knowledge of 
the English language and English life and customs will be 
to them, and vou will meet these students here in the 
schools and universities, in the factories and the technical 
colleges, in the banks and the commercial houses, eagerly 
trying to get the knowledge that they want. 

So, come here as soon as you can manage it—and stay 

here as long as you can afford it. 

All good wishes, 

Your affectionate 

Uncle Carlos. 


EXERCISES 

A 

I. Word Study . Use each of the following words taken from 

■W * 

page 0 to page 11, in sentences of your own: 

Guidance, career,specialised, routine (use also route and rouW, 
mystery, ignorant (use also to ignore-*, grateful, reliable, ad¬ 
vice (compare with advise decrease (the opposite is increase), 
technician (use also technical (adjective), technics, technique), 
agent, administrator (use also administration (noun), adminis¬ 
ter (verb'), civil, (two meanings. Use also civilian , civil uar, 


1 rout can be either a verb or noun. As a noun it means the 
disorderlv flight of an armv. 

1 Xote that the mean in s of 'to isnaore’ is nci 'to be isnaorant of' 
but to take no notice of. 
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civilisation. What work does a civil engineer do?), shrink 

(what are unshrinkable woollen goods!), doorstep, neighbours 

(use also neighbourhood), intimate, perfect (adjective) How 

is this word pronounced if used as a verb? acquire (use also 
require , inquire). 


II. Fill in the missing parts of speech where a space is left* 
the words are taken from pages 9 to pages 11. 


Noun 

Verb 

Adjective 

Adverb 


4 > 

anxious 


Mystery 


ilMtI 


Commerce 

admire 

extensive 

reliable 

— 

Influence 





4 

important 


+ B i 

Finance 

— 

— 

completely 

Science 




— 


perfect 



impress 

i 

l 

i 


This mark means that there is no commonly used corresponding 
part of speech to go here. 


III, What are the usual beginnings (the greeting) and 
endings (the complimentary dose) for (a) a friendly letter and 
( 4 ) a business letter? 


B 

I. (1) Why ^ Rtt |you want logo to England? 

(2) What are the main shipping lines from your country to 
England? 

(3) What route would you take from your country to 

England? Mention any ports that you might call at on the 
way. 
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(4) What are the main ports on (a) the East, (6) the South, 

(c) the West coast of Great Britain? 

(5) What is the difference between (a) England, (6) Great 

Britain, (c) the British Isles? 

(6) How do Britain's exports increase her influence? 

(7) What are the main exports and imports of your country ? 

II. Write a letter telling an English student why he ought to 
visit your country. 


Letter No. 3 
(From Uncle Carlos to Juan) 

London, 

15th February , 19—. 

My dear Juan, 

Let me give you first of all a little advice about 
what to do before you leave home. Study something of the 
trade of your own country with England; what raw 
materials, if any, you supply her with; what you export to 
England and what you import from her. Note what 
English goods there is a demand for in your country. 
Those are the goods that your buyers will want to obtain. 
Make yourself quite familiar with the import restrictions, 
if any, on these goods. It won’t be much good for you to 
advise the buying of some particular commodity if you 
find that there is a 50 per cent, import duty on it that you 
hadn’t reckoned on. I came across an instance of this 

only last week. Pedro B-who has just been made a 

buyer in his father’s firm, went to Leeds to buy cloth. 
He saw a high-grade worsted with a stripe in silk running 
through it. It was a very attractive pattern so he bought 
six pieces of it in three colours. It was only when they 
arrived at the port that he discovered that the duty on it 
was the equivalent of 4s. 6d. a yard more because of that 
little stripe of silk, which could easily have been replaced 
by artificial silk. Study, too, the particular aptitude of 
your countrymen and how far they might be able to adopt 
the ideas that you pick up in your travels and how far 
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articles might be profitably manufactured at home. I am 
thinking now particularly of the case of Pierre Lebrun of 
Geneva. He was very much impressed by the excellence 
of the ‘Jewel’ baby typewriter that you will see every¬ 
where here. It is small and delicate but beautifully made 
Pierre felt sure that was exactly the sort of thing that 
Swiss workmen with their long tradition of skill in watch¬ 
making and other delicate precise machinery could do 
excellently. So he got into touch with the makers of the 
'Jewel' and after some negotiation with them, he bought 
the Swiss manufacturing rights. I don’t need to tell you 
of the success that the ‘Bijou’ typewriter—the Swiss 
counterpart of the ‘Jewel’—has had; it certainly made 

Pierre Lebrun’s fortune. A similar bit of foresight might 
make yours! 

II you are coming to England for a short time only, find 
out all particulars of the seasons for buying and spiling of 
the commodity that you are interested in. A man I know, 
who is interested in the woollen trade, decided to come to 
England last July for a three weeks’ visit. It was a sad 
blow to him when he arrived in London to find that if he 
wanted to see the full range of textiles in Golden Square, 1 
he could only do so in May and November. 

There are many other things that I want to tell you but 
they can wait for the next letter—but just a word of 
homely advice before I finish. Don't forget your ‘wool¬ 
lies’. England in June can be the loveliest country on 
earth but March or November can be terrible. Above all, 
especially as you will probably pay a visit to Manchester, 
don’t forget your mackintosh and umbrella! 

All the best, 

Your affectionate 

Uncle Carlos. 


* An important centre of the doth trade in London. 



Letter No. 4 
(From Uncle Carlos to Juan) 

15 th May , IQ—• 

Dear Juan, 

In a few more days now you will be leaving Monte¬ 
video, so I’m just sending you a few final reminders. 
Have*you made a point of getting as many ‘contacts' as 
possible with people in England.-' Unfortunately I shan t 
be here to welcome you when you arrive; I am going to 
Egvpt for mv firm within a week or so, but I am leaving 
here for you some letters of recommendation to good 
friends of mine in England. Pay them a visit as soon as 
you can. You can probably get other letters of intro¬ 
duction to people here. There are numerous channels 
open to you for this. Your father had a number of per¬ 
sonal friends here. There are the agents of English firms 

in Montevideo; many of them knew your father and 

* -*> 

would, I am sure, be quite pleased to give you a letter to 
their principals here. If everything else fails there is 
always a recommendation from your father’s banker to 
the English agent of the bank. 

Are all your papers in order? Have you a valid pass¬ 
port covering the time of your stay in England? Do you 
need to get, in addition, a visa? With some countries there 
are mutual agreements about the entry of their nationals 
and no visas are necessary, with other countries a visa 

■u 1 

is essential. If you need one apply at once to the British 
Consul giving the reasons for your journey and the 
intended duration of your stay. Have you arranged 
about a Letter of Credit 1 on an English bank? If all that 
is done I suppose you will be ready now to book your 


1 A Letter of Credit—(L/C) is an arrangement between a bank 
in one country and a branch or agency in another by which a 
customer of the bank can draw money from the foreign branch up 
to a certain amount and for a certain time, generally not longer 
than six months. 
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passage. The route that I took was from Montevideo to 
London; that is 6,240 miles, and it took us just about 
three weeks, 1 

A last word of warning: be absolutely truthful with the 
Customs officials and Immigration Officers in the English 
port. They are very polite and courteous but they are 
very efficient. I could tell you of the gentleman who had 
the idea of smuggling in brandy in the hollow frame of his 
bicycle, or of old Dietz who told the Immigration Officer 
that he had come to England to attend the fur sales here 
and then without saying anything about it tried to set up 
in business. They are both sadder and wiser men now! 

Bon voyage and happy landings. 

Yours sincerely. 

Uncle Carlos, 


Letter of Introduction . 



Whitehall Mansions, W. 8. 

15 th May , 19—. 

R. A, Sampson, Esq. 

Argo Export Company, 

250, Billiter Street, E.C. 4. 

Dear Sir, 

The bearer of this letter is my nephew, Juan 
Alvarez, who is spending some time in England in 
order to study the industrial life and commercial 
practice of this country before returning to Monte¬ 
video and entering his father’s firm. 



1 There are numerous crossings from N. Europe to England, the 
usual ones are Calais to Dover and London (103 miles); Ostend— 
Dover and London (143J miles); Boulogne—Folkestone and Lon¬ 
don (100 miles); Dieppe—Newhaven and London {132 miles); 
Flushing—Queenborough and London (164J miles); Hook of 
Holland—-Harwich and London (17 1 miles). 
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If you can do anything while he is in England to 
make his stay useful and pleasurable, I shall be 
deeply grateful. 

I remain. 

Yours very truly, 

Carlos Alvarez. 


EXERCISES 

A 

I- Word Study. Use each of the following in sentences. 

Restriction, commodity, attract (use also subtract , abstract , 
extract , contract (two meanings), pattern, artificial, aptitude, 
adopt (how does this differ from adapt?), delicate, tradition, 
precise (what is the noun from precise?), negotiation, foresight 
(use also foretell, a fore-runner , foresee, forefathers. Explain 
'Forewarned is forearmed'), typewriter (what is the difference 
between a typewriter and a typist?), season (what are the four 
seasons?), textile, affectionate, reminder (compare remainder), 
firm (two meanings), recommendation, principal (compare with 
principle ), fail (what is the opposite?), valid (the opposite is 
invalid [in'valid]. 1 When invalid is pronounced ['invalird] it 
has another meaning), mutual, duration (note also and use 
during, durable, endure, endurance , numerous (use also number¬ 
less, innumerable), immigration (use also the opposite, emigra¬ 
tion) , courteous (use also courtesy), efficient, smuggle, brandy 
(mention three other strong drinks). 

11 . Put in the omitted prepositions: 

(1) You can rely-me to help you. 

(2) What raw materials do you supply England-? 

(3) What do you export - your country; what do you 

import-your country? 

(4) There is a demand-these goods here. 

(5) Make yourself familiar-the import restrictions. 

(6* I hadn’t reckoned-that big import duty* 

(7 I came-an instance of that last week. 

(8 The cloth had a stripe-silk running-it* 

(9 When it arrived — the port there was a big duty—it 

1 For guidance on phonetics see page 326. 
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(10) It could have been replaced-artificial silk. 

(11) I picked-some good ideas-my travels. 

(12) He was impressed - the excellence of the type¬ 

writer. 

(13) He got-touch-the makers of the machine. 

(14) After negotiation-them he bought the business. 

(15) I am interested-the woollen trade. 

(16) I am leaving you some letters-recommendation 

-good friends-mine-England. 

(17) Get a letter of recommendation - your father's 

banker-the English agent-the bank. 

(18) Are all your papers-order? 

(19) Have you arranged-a letter-- credit-an 

English bank? 

(20) Be truthful-the customs oflicials. 

(21) He had the idea-smuggling-brandy-the 

frame-his bicycle. 

(22) -saying anything-it he tried to set- 

business. 

III. Tell in your own words: 

(a) The incident of the worsted cloth with the silk stripe; 

(ft) The incident of Pierre Lebrun and the typewriter. 

B 

I. What formalities are necessary in your country before you 
can set out for England? 

II. What is {a) a passport, (A) a visa, (c) a letter of credit ? 

III. What advice would you give to a young student who is 
going from your country to England? 

Letter No. 5 

(Extract from a letter from Juan in London to 

his mother in Montevideo) 

... the crossing from the Hook of Holland to Harwich was. 
despite dull weather, a very pleasant one. I struck up 
acquaintance with an English family who were returning 
home and tried out my 'conversational English’ on them. 
They were very nice about it and did not smile at my mis- 
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[By courtesy of L.N.E.R, 
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pronunciations and confused expressions. There was 
great excitement as the coast line of England began to 
rise out of the sea. It was not at all the ‘precious stone 
set in the silver sea' 1 that we had read of in our literature 
lessons. The sky was grey, the sea was grey; there was a 
mist over the land and the port looked ugly and dirty. 
But the English people on board—many of whom hadn t 
been home for some years—seemed to think it was as 
beautiful a sight as they had seen anywhere. At last 
the gangways were lowered and we crowded down them 
to the long sheds where the Immigration Officer sits. 
The people with the British passports went through 
quickly, but those with the foreign ones had to line up in a 
queue and were called up one by one to the table behind 
which the Immigration Officer sits. As my turn came I 
went up rather nervously, I confess, but he was very 
pleasant. The interview went something like this: 

Immigration Officer: May I see your passport please? 
(I handed it to him,) 

I.O. Please sit down. You come from Montevideo? 

Juan. Yes, sir. 

I.O. Have you been to England before? 

Juan. No, sir. 

I.O. What do you want to do here ? 

Juan. I want to study Economics and English Commer¬ 
cial Practice, if possible by working in an English business 
firm. 

I.O. Who is going to pay for your keep here ? 

Juan. My father's firm has opened a letter of credit for 
me. 

I.O. May I see it? 

(I handed him the letter of credit,) 

I.O. Twenty pounds a month; well, that ought to be 
enough. {He turned over page after page in a big book,) 
Your name is Alvarez. Are you Jacobo Alvarez ? 

Juan. No, I am Juan Alvarez. 

1 the quotation is from Shakespeare's Richard II, 
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I.O. Do you know a Jacobo Alvarez? 

Juan. No, sir. (Which, I discovered, was rather a good 
job, Jacobo .1 Ivaxez is on the black list’ and would certainly/ 
not have been admitted'.) 

I.O. Well, I'll give you permission for six months; if 
you want to stay longer than that you must apply again 
for extension before this permission expires. You know 
that you have to register with the police within 24 hours? 

Juan. Yes, sir. 

I.O. I cannot give you a permit to work here, but you 
can apply for a permit from the Home Office. You 
mustn’t take up any employment until you have that per¬ 
mit; don’t forget that. 

He then stamped on to the passport: 


‘Permitted to land at Harwich on 10th August, iq— 
on condition that the holder registers at once with 
the police and that he does not remain in the United 
Kingdom 1 longer than six months. Permission grant¬ 
ed to land at Harwich this day on condition that the 
holder does not enter any employment, paid or 
unpaid, while in the United Kingdom.’ 


He then handed it back to me. 

I.O. Here is your passport. I hope you will enjoy your 
stay in England. 

There was only one more ordeal, the customs barrier. 
I was asked if I had any cigars, cigarettes, wines, spirits, 
cameras, etc. To make quite sure that I understood it all, 
I was shown a list of the dutiable articles. I followed 
Uncle Carlos's advice and gave a strictly truthful answer, 
told them I had 250 cigarettes for my own use only, and 
the officer passed them. I showed him a small bottle of 
brandy, a present for Unde Carlos, and he passed that too. 

1 Uni ted Kingdom—England, Wales/ Scotland and North 
Ireland. 
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A man just beside me had cleverly (so he thought) hidden 
50 cigars among his shirts in his suitcase and said that he 
had nothing dutiable at all The customs officer felt the 
contents of his bag skilfully and brought out the cigars. 
That did it! The officers went completely through all his 
luggage, turned the whole lot out, confiscated everything 
that was dutiable and charged him a tremendous duty. 
Wasn’t I glad I had owned up to my few cigarettes and the 

brandy! 

But at last I was on the boat train speeding through 
pleasant green country towards London. Soon the 
country grew more and more built up and I looked on a 
bewildering sea of chimneys and crowded houses. Big 
red buses were everywhere, cars and taxis and pedestrians 
hurried about in apparently wild confusion; the train 
drew into a dark, smoky old-fashioned-looking station. I 
had arrived. . . . 


Letter No. 6 (Extract) 

London, 

10 th September , 19—. 

... I hear that I shall now be allowed to take a job in 
Britain. So a lot of my time is now spent in reading the 
advertisement columns of the Times and Daily Telegrabh 
and studying commercial correspondence books so that 1 
shall be able to write a good letter of application when I see 
a likely situation advertised. If I am offered a job, I will 
apply to the Home Office for permission to take it. I am 
doing some other reading, too. I am studying the com¬ 
mercial geography and industries of Britain. After all, 
one must have goods before one can sell them, or, as my 
textbook puts it, ‘Production comes before Commerce', 
and I am finding the study of Industrial Britain a very 
interesting and, I think, an essential background for my 
future commercial studies. . . . 
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EXERCISES 

A 

I. Word Study. Use the following words in sentences of 
vour own: 

V 

Acquaintance, precious (mention three 'precious stones') 
gangway, shed (compare the pronunciation of shade), queue* 
interview, keep (note its use as a noun), admit (two meanings 

hat are the corresponding nouns ?), extension (give the corre¬ 
sponding verb and another noun from the same stem), register 
(the corresponding abstract noun is registration , the common 
noun is a register. You have something like this with the 

abstract noun permission and the common noun a permit _see 

page 22), ordeal, duty (two meanings), truthful (give the 
corresponding noun and another related adjective) present 
(two meanings. How does the noun differ in pronunciation 
from the verb), suit (two meanings), confiscate, fine (as many 
dnterent meanings as you can), own (as many uses as vou can) 
bewilder, pedestrian (with what part of the body do you think 
vou will press a pedal?), apparent, allowed (use also aloud. 
What difference, if any, is there in the pronunciation of these 
two words?), advertisement (give the verb. Note the differ¬ 
ence in pronunciation), industrial (how does this differ from 
industrious?) 

II. Put in the prepositions omitted: 

(1) Extract-a letter-Juan-London-his 

mother-Montevideo. 

(2) I struck-acquaintance-an English family. 

( 3 ) They were very nice-mv mispronunciations and 

did not smile-them. 

(4) It was not the England that we had read- 

our literature lesson. 

(5) There was mist-the land. 

(6) We crowded-the gangways-the long sheds. 

(7) "To is going to pay-your keep here? 

(S) He turned-page-page-a big book. 

(9) ^ ou must register - the police - twentv-four 

T * ■/ 

hours. 

(10) You can apply —— a permit-the Home Office, 

(11) Permitted to land-Harwich-10th August-- 

condition that the holder registers-once-the police/ 
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(12) Pedestrians hurried about- apparently wild con¬ 

fusion. 

III. Make the following sentences negative: 

(1) I struck up acquaintance with an English family. 

(2) I have struck up acquaintance with an English family. 

(3) I tried out my conversation on them. 

(4) Juan tries out his conversation on them. 

(5) He was trying his hardest to speak English. 

(6) The coast rose out of the sea. 

(7) The English people thought the scene was beautiful. 

(8) They saw more beautiful sights abroad. 

(9) They had seen more beautiful sights abroad. 

(10) The Immigration Officer sat in the long shed. 

(n) The Immigration Officer sits in the long shed. 

(12) The Immigration Officer was sitting in the long shed. 

(13) The interview was as I expected. 

(14) The interview goes as Juan expects. 

(15) His father's firm would pay for his keep. 

(16) His father's firm paid for his keep. 

(17) His father’s firm pays for his keep. 

(18) I have been in England before. 

(19) I was in England last year. 

(20) I came to England last year. 

(21) I come to England every year. 

(22) I knew Jacobo Alverez. 

(23) He gave me a permit to work here. 

(24) He could give me a permit to work here. 

(25) Juan took up employment in England. 

(26) I understood all the questions. 

(27) The man hid fifty cigars in his suitcase. 

(28) The man had hidden fifty cigars in his suitcase. 

(29) The officer felt for the cigars. 

(30) He brought out the box of cigarettes. 

(31) The train drew in to the station. 

(32) Juan heard of a suitable job. 

(33) He took Uncle Carlos's advice. 

(34) He has taken Uncle Carlos's advice. 

IV. Write an account of Juan's interview with the Immigra¬ 
tion Officer. 

Write an account of a voyage that you have made. 
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to Bristol and Liverpool and Glasgow; along the east coast 
to Grimsby, Harwich, Huh, Tyneside, Leith, Dundee and 
Aberdeen, but above all along that narrow channel be¬ 
tween England and the Continent past Plymouth, Ports¬ 
mouth and Southampton into the estuary of the Thames 
and on to London itself. It is here that almost all the 
ships of the world seem to set out and come home. 

In the Port of London can be seen the ships of every 
nation of the world. On the vast docks that line the 
banks of the Thames are unloaded raw materials: wool, 
cotton, oil, rubber, wood, etc., to feed the industries of the 
country. And here, too, dockers are busy day and night, 
loading the ships with the goods that Britain has pro¬ 
duced—her coal and iron—or the products she has manu¬ 
factured—her machinery, cotton goods or woollen goods. 

A glance at the atlas again will give some of the reasons 
why Britain has become the world’s shopkeeper. It was 



Britain as the Centre of the Land*Masses 
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W ° f Ameri “ ® x 49 2 that, quite unrealised by 

Until that time the Mediterranean had been the highway 
of commerce, and Britain had merely been on thefringe 

drew world trade towards it. The tide of commerce 
slowly rolling westward, raised first Spain and Portugal’ 
men France, then the Netherlands and finally. Great 
Britain- to a position of world supremacy. For Britain 
was now no longer on the outskirts of the world; she was 

Tn ^ ma i° r land masses of the world. 

AU the traffic of Europe to North and South America, ex- 

cept that of Italy and the Iberian Peninsula, had to pass 
along the English Channel. y 

From the seventeenth century until the opening of the 
Suez Canal in 1869 the Mediterranean was rather a back¬ 
water. Even the opening of the Suez Canal did noting 
to check the growth of Britain’s maritime power; it was 
too strongly based now to be adversely affor ded by that. 
On the contrary, this new route to the Far East only added 
to that constantly growing prosperity, for in the eighteenth 
and nineteenth centuries particularly, the British people 

a great sea-faring nation, had established themselves all 
over the world. 

Britain is closely allied to the Continent of Europe by 

geography, history and politics, but she is not only, or even 

mainly, a part of Europe. She faces west and is linked 

to the New World by trade and by those ties of blood, 

language and democratic institutions that, as Burke 1 

said, may be as light as air but can be as strong as 
steel. 

Britain stands right in the direct line between the ports 
of Northern Europe and North America and every ship 

1 Edmund Burke ( 1729 - 1797 )—famous English statesman, 
writer and philosopher. The quotation is from his speech on 
Conciliation with America' 
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leaving those ports for New York has to turn aside either 
to go round her northern coast or down the Channel, an 

to call at one of her ports means very little delay. 

And if, as seems likely, the future of transport is in the 

air then the planes from the leading capitals of Europe to 
New York must, if they take the shortest route, pass over 
Great Britain. Moreover, all her ports are easily reached. 
There are deep harbours and good anchorage and the 
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[By courtesy of the ‘Ncms Chronicle?. 
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seas round them are always open. There is no other 
country in the world in the same latitude of which this can 
be said. 

And what a variety of goods comes into the shop! In 
1949 (according to the figures published by the Board of 
Trade) Britain imported goods to the value of £2,250 m., 
nearly £45 per head of the population. Much of this was 
food for her people. (It has been estimated that before 
the war Britain imported four-fifths of her food. Just 
over 1,000,000 out of the 50 millions of Britain were en¬ 
gaged in agriculture as compared with 9 millions out of 
41 millions of the population of France.) Quite apart from 
the things we could not grow in Britain, things like tea, 
coffee, sugar, cocoa, rice, bananas, oranges, dates, etc., we 
imported an enormous quantity of goods that could be 
produced here* wheat to the value of £123,000,000, flour 
£20,000,000, meat £147,000,000, butter, cheese and eggs 
£156,000,000. Then there are most of the raw materials for 
our industry, cotton, wool, silk, wood, rubber, oil, tin, etc. 
We export gopds to the value of about £1,850 million 
a year (about £37 per head). The difference between this 
and the import figure of £2,250 m. was, before the war, 
made up of 'invisible 1 exports, sendees, shipping, the in¬ 
come from capital investments, etc., but we shall discuss 
that more fully at a later stage. At the moment we want to 
consider what other reasons there are apart from its posi¬ 
tion that have contributed to Britain's commercial pre¬ 
eminence. One factor, arising out of its position, is its 
climate. At no time of year is it so cold that Britain's ports 
are ice-bound or out-of-door work is made impossible. On 
the other hand it is rarely so hot that workers find them¬ 
selves unable to go on wifi their job. Even the variability 
of the English weather about which most foreigners com¬ 
plain serves to keep the spirit alert by its unexpectedness. 1 

1 It has been jokingly suggested that the main reason for 
English Colonial expansion was the weather. It was so bad that 
it drove most Englishmen out to search for a more pleasant 

climate. 
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Exports and Imports 


Then, of course, there is the vast natural wealth of the 
country, its rich coalfields, its deposits of iron near its 
coal and both within easy reach of the sea and good ports; 
and, in Cheshire, near both the coal of Lancashire and the 
great port of Liverpool, there is an extensive salt field that 
has been the basis for a great chemical industry. Then 
there is the fertility of the land, the rich pastures where are 
reared the cattle 1 and sheep that have made the roast beef 

1 In 1949 there were 10,000,000 cattle in the British Isles. 











3^ A COMMERCIAL COURSE FOR FOREIGN STUDENTS 

of England and the 'tweeds’ of Scotland famous- and 
thanks to a plentiful rainfall, the many streams that have 
given a good supply of clean soft water and so made the 
woollen and cotton industries possible. Even the seas 
have been kind, for the abundance of fish, especially her¬ 
rings, round her coasts has made Britain’s fisheries one of 
her chief industries. 1 

But there are some other factors besides the natural ones 
that have contributed to Britain’s commercial greatness. 
Her widespread colonial possessions are one of them. It 
is true, though this is not always realised abroad, that 
Britain cannot dictate the trade policy of all these' ‘pos¬ 
sessions’. Over the vastly greater part of the British 
Commonwealth of Nations—the Dominions of Canada 
Australia, South Africa, New Zealand and Pakistan, and 
over the republics of India and Eire 2 , Britain has no' con¬ 
trol of any kind, commercial or political. As was ma^ 
quite plain in 1939 these Dominions can make peace or war 
irrespective of what England does (one of them, Eire, 
decided to stay neutral; as could all the others had they so 1 
wished). They can and do impose any tariffs that they 
wish in order to keep out competing firms (including Eng¬ 
lish ones) while they build up their own industries. They 
can, and do impose immigration laws to exclude the 
British as well as other nationals. The things that h jnd 

the Dominions to Britain are their sworn allegiance to the 
King and the ties of sentiment. 

Nevertheless, the power and prestige of Britain, the 
presence of a British governmental service and one com¬ 
mon law, the strength of the British currency as well as the 
intangible but none the less powerful ties of sentiment 
all tend to encourage trade between the Do minion*^ the 
colonies and the mother country. 

Almost equally powerful is the effect of the English 
language, an effect which, with the spread of radio and 

1 The average catch of fish round the shores of Britain is about a 
million tons a year. 

* Now officially called 'the Republic of Ireland’. 
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film as well as the spoken and printed word, is constantly 
on the increase. 

But, perhaps, almost as important as any of these was the 
enormous start that Britain got in the eighteenth and 
nineteenth centuries during the ‘industrial revolution'. 
Down to the end of the eighteenth century England was 
mainly an agricultural country. The nineteenth century 
brought a complete change. England became a land not 
of villages, but of towns, not of farms, but of factories. 
She was no longer an agricultural country, but the work¬ 
shop of the world. 
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I. Word Study . Use each of the following words in sentences. 
The words are from pages 26 to 33. 

Contemptuous (the noun is contempt. \Hiat is the difference 
between contemptuous and contemptible }encircle lean you 
hud am other words like circle that make verbs bv usings the 
prefix -<?«?), thoroughfare (show the connection between 


focus, coast (show the difference in pronunciation from cost], 
atlas, estuary (give ten other geographical terms?, discovery 
iwhat is the diiierence between a discovery and an invention: 
fringe, tide (compare with tied), supremacy (what is the corre¬ 
sponding adjective?), outskirts, major iwhat is the opposite?), 
backwater, maritime (what is a marine, a mariner , a sub¬ 
marine:), vast docks show how the pronunciation diners 
from it asie dogs), establish, retain (use also detain, maintain, 
sustain}, accept (show how it diners in meaning and pronuncia¬ 
tion from except j , sovereign i two meanings/, outbreak (use also 
break out, break ioicn, break in, break open), purchase (noun and 
verb), comprise, politics (use also policy, police, polite, politician. 
Explain the proverb ‘Honesty is the best policy*), link, 
democracy (use also autocracy, plutocracy , aristocracy), 
institution, transport (use also translate, transfer , trans¬ 
atlantic, transparent, transition*, latitude, import (what is the 
opposite?), engage iwhat is the difference between engaged in 
and engaged to ?;, investment, contribute (the noun is contribu¬ 
tion) ; note the pronunciation Uontri'bjuijrf compared with the 
pronunciation of the verb Uan'tribjuirij, pre-eminence, factor, 
ice-bound use also sncni-bouyid, fog-bound), unable (compare 
with enable), alert, deposits *what is a deposit account:*), 
fertility (give the adjective, Note the different pronuncia¬ 
tion*, pasture, widespread, dictate (use also dictation, dictator, 
dictaphone, dictionary, contradict, predict, predicate), irrespec¬ 
tive note the preposition which always follows this word), 
neutral (use also neuter), tariff, compete, exclude twhat is the 
oposite?), sentiment, prestige, currency (use also current and 
currant), intangible, film. 

x -ea-farin.? =The old English word far an meant to go to travel. 

* deposit account—see page 261. 
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(1) Where are the main ‘focal points' on a map showing the 

shipping lines of the world? 

(2) What is the river on which London stands? What 
name is given to the part of it where most of the ships come to 

anchor? . 

(3) What was the date of the discovery of America? W hat 

effect had this on England? 

(4) What European nations had previously held pre¬ 
eminence in the world of commerce? 

(5) Why hadn't the opening of the Suez Canal an adverse 

effect on British trade? 


(6) What is roughly (a) the extent, (6) the population of the 
British Empire? 

(7) Do you think it likely that an age of air transport will 
adversely affect Britain ? 

(8) What is the value per head of the population of (a) the 
imports, (ft) the exports of Britain? 

(9) How does Britain compare with France as an agri¬ 
cultural country? 

(10) What makes up the balance between the imports and 
the exports of Britain ? 

(11) Has the climate any effect on England’s industrial life? 

(12) What is the main natural wealth of Britain ? 

(13) What countries of the British Empire are called 


‘Dominions' ? 


(14) What factors tend to encourage commerce between 
Britain and the rest of the Empire? 

(15) What was the effect on Britain of the ‘Industrial 
Revolution' ? 


II. Write a short essay on one (or more) of the following: 

(а) ‘Britain is a nation of shopkeepers.' 

(б) The causes of Britain's commercial position in the world. 

(c) ‘Britain is a European nation.' Discuss this. 

(d) ‘We must export or die.' Is this true of Britain and 
your own country? 

(e) The value of colonies. 

(J) Discuss the case for and against tariffs. 

(g) ‘Democracy—government of the people, by the people, 
for the people' (Abraham Lincoln, 1863). What do you think 
about it? 
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Obstacles to Britain's Commercial Progress 

^ e ^ ave note <l the many advantages, natural, historical 
and political, that Britain has enjoved in her commercial life. 
Nevertheless, despite all these tremendous assets, there 
have been obstacles that England has had to encounter 
and there are grave difficulties to be faced in the future. 

One of the chief of these is the high cost of production 
which makes it difficult for British-made goods to compete 
with foreign ones. There are several reasons for this hi^h 
cost. There is. primarily, the dearness of land inevitable 
in a small, densely populated country where, until a feu 
\ ear- ago. no control had been placed, on the tree buvme 
and selling of land, so that the economic law of short sup¬ 
plies and high prices has naturallv operated. Moreover, it 
is, of course, in the industrial regions that the highest prices 
prevail and this operates not only for the land^needed for 
facton' buildings, but also for the land needed for the 
houses, shops, etc., for the workpeople. These workers, 
therefore, need high wages, and this is in turn reflected in 
the higher prices of the goods that they produce. There is, 
too, the general high standard of living of the workpeople, 
a standard which, though not so high as that of the indus¬ 
trial workers in U.S.A.. has risen very steadilv during the 
last twenty to twenty-five years. It does not necessarily 
follow that the payment of high wages to workmen is a dis¬ 
advantage to the industry that pays the wages; the whole 

experience of great industrialists like Ford, in whose works 

* * 

probably the highest wages in the motor industry are paid, 
goes to prove that a high degree of skill and efficiency in 
the workman is obtained bv high wages, and if the monev 
so earned is spent—as it almost certainlv will be—to buy 

more of the countrv's manufactured goods, then the effect 

■*> >»-#- 1 

mav be beneficial all round. Nevertheless, there are 
industries where such increased efficiency will not offset 
the rise in price, and English goods cannot always compete 
with those foreign ones from countries in which a lower 
standard of living obtains. 
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Another grave handicap has been the lack of cheap 
power for industrial machinery. Practically all the electric 
power used in England has to be generated from coal. 
Hardly anv attempt has been made to utilise water power. 
It is true that the streams of Lancashire and Yorkshire 
were used in the da vs before the extensive use of coal to 
drive the machinery for the woollen and cotton industries 
and from time immemorial they have turned the grind¬ 
stones for flour mills, but nothing comparable to the hydro¬ 
electric power schemes of Russia and America or Italy ha^ 
been done. 1 The only scheme of any importance in the 
British Isles is the Shannon Power Scheme (begun in 1925 ), 
which supplies electricity to practically all parts of Ireland, 
not only for lighting but—since Ireland has practically no 
coal of her own—for the running of her industries. 

Britain undoubtedlv gained a living start in the indus- 

V—/ 

trial race and far out-distanced all other competitors, but 
that advantage has gradually, and in recent years rapidly, 
declined. Other countries have become industrialised and 
are manufacturing for themselves the goods that thcv once 

C - 

bought from Britain. During the first world war (1914- 
191S) Britain lost many markets that it seems unlikely 
she will ever regain. Cut off from British supplies, cus¬ 
tomers that had once bought from Britain, either bought 

elsewhere or themselves became manufacturers. The verv 

► 

machines that Britain exported to Japan or India have 
been copied and used to build up a cotton industry that 
brought disaster to the cotton towns of Lancashire. 2 In 
the twenty years from 1913 to 1933 our export of machines 
dropped from 746,000 to 376,000 tons. In the ten vears 
between 1924 and 1935 our total exports declined from 

1 Considerable progress has been made in the last ten vears in 
the development of hydro-electric power schemes, especiallv in 
Scotland. 

2 In 1923 we exported 7,075 million sq. yds. In 1935 onlv 
1,948 millions. In 1913 we sent 3,057 million sq. yds. to India; 
in 1935 we sent only 543 millions. In 1949 the exports to the same 
market had gone down to 113 m. sq. yds. 
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£795> 000 ,°oo to £389,000,000, largely because the govern¬ 
ments of these new competitors tried to protect their grow¬ 
ing industries by high tariff walls that effectively excluded 
many British goods. Britain had, and still has, the great 
assets of a reputation for high-quality workmanship and a 
body of skilled workmen with a centuries-old tradition of 
good craftsmanship behind them, but the struggle for 
supremacy or even survival is a hard and constant one. 

There is something, too, in the conservatism and old- 
fashioned methods of English commerce and industry. 
After two world wars many of these new, competitors 
were equipped with modem machinery whilst English 
firms had only the old, less efficient machines which they 
were too short-sighted to scrap and replace with new ones. 
This conservatism ran through all their business dealings. 
The majority of the manufacturers did not trouble to 
make goods to the sizes, measurements and specifications 
required by the foreign buyers. 1 The foreign buyers had 
to adapt their requirements to the sizes, etc., that we 

manufactured, or else do without, or buy them else¬ 
where. 

Even in such a thing as language this same character¬ 
istic was apparent. It was customary for, say, a German 
firm receiving an enquiry from a Spanish customer to reply 
in Spanish, from a French customer to reply in French, 
from a Brazilian customer to reply in Portuguese. More¬ 
over, the firm would invoice in the customer's own cur¬ 
rency, thus saving him trouble in translation and con¬ 
version. Not so the English firm. An enquiry that came 
written in a foreign language would be translated in the 
office, but the reply, no matter where it was g oing , went 
out in English, the terms were in pounds, shillings and 
pence, the measurements for, say, metal sheets were in 
eighths, twelfths or sixteenths of an inch, not in milli- 

1 We didn't adopt and still haven’t adopted the metric system, 
we still stick to the old tables of weights and measures, 12 inches 
to a foot, 12 pence to a shilling, 8 pints to the gallon. (See tables 
on page 308.) 
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metres. If the poor foreigner could not understand it— 

well, that was his fault for not learning English. 

The trouble was that the organisation was not flexible 
enough to adapt itself to new conditions. The force and 
drive that had been the characteristics of the founders of 
great business houses tended to be lost in the second or 
third generation. The policy of Safety Fir^t replaced the 
spirit of enterprise and the business stagnated instead of 

flourishing. . 

The Government, too, over the period from the begin¬ 
ning of the century almost down to the time of the war 
(1939) had been equally short-sighted and conservative- 
minded. While other countries, such as the E.b.A., Gcr 
manv and Japan had been spending huge sums on com¬ 
mercial and technical education and even more on 
scientific research, the British Government had neglected 

the one and starved the other. 

However, the importance of both these has since been 

recognised. In recent years a great deal more has been 
spent on scientific research, and the standard of technical 
and commercial education in England now is at least as 
good as, if not superior to that of any other nation with the 
possible exception of the U.S. A. 

Nor should the foreign observer studying English com¬ 
mercial practice be too ready to place reliance on outward 
appearance. The Prime Minister of England lives in an 
insignificant-looking house in a little side street off \\ hite- 
hall; the Bank of England for manv vears was an unim- 
posing building; the Stock Exchange is hidden behind an 
outer coating of shops and offices. But it is from those 
undistinguished-looking places that the mightiest empire 
the world has ever seen is governed and the greatest finan¬ 
cial dealings of the world of money take place. Nor 
should the English conservatism, the expression of the con¬ 
tinuity of tradition be too lightlv valued. It is the flv- 

w V' v 

wheel that provides the power for many British institu¬ 
tions. It makes for stability and confidence. And 
though the modem American business man' (so familiar 
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from many a cinema screen), surrounded by telephones 
and stenographers, tearing frantically through his work, 
exhausting his subordinates (though never himself) may 
seem to the unsophisticated to be the essence of com¬ 
mercial efficiency, the quiet, leisurely English business 
man in his dusty, old-fashioned office will probably get 
more real work done; and, in a crisis which would drive his 
noisy and excitable rival to madness, he will still continue 
in his calm, unhurried English way. 

EXERCISES 

A 

I. Word Study. Use each of the following in sentences of your 
own: 

Despite (use also in spite of), assets, grave (two meanings), 
economic (show how this differs from economical !), efficiency, 
beneficial, offset, handicap, generate (use also generation), 
utilise, grindstone (what is the meaning of 'To keep one's nose 
to the grindstone*?), scheme (note the pronunciation fskirm]), 
lighting (compare with lightning ), conversion (the verb is to 
convert ), capable (note the construction with capable and com¬ 
pare with able), decline (use also incline , recline), regain (give 
other words where re- gives the verb the meaning again), 
exclude (use also include , conclude ), reputation, tradition, 
craftsmanship (what is the difference between a craftsman and 
a crafty man}), survival (give the verb corresponding to this 
noun), conservative, equip, to scrap (explain the following: 
a scrap of iron, scrap iron, to throw on the scrap heap), specifica¬ 
tion, requirements, invoice, flexible, founder (use also finder , 
foundation), stagnate (use also the adjective stagnafU and the 
noun stagnation), flourish, research, superior (give the opposite), 
insignificant, flywdieel, stability (the adjective is stable. Give 
another meaning of stable as a noun), tear [tea] (How does this 
differ from tear [ti:a] ?), frantic, exhaust, sophisticated, leisure 
(give two words that rhyme with leisure ). 

II. Turn the following from active voice to passive voice. 

(1) Britain enjoys many natural advantages. 

(2) Britain enjoyed many natural advantages. 
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(3) She encountered many obstacles. 

(4) She has encountered many obstacles. 

(5) She will encounter many obstacles. 

(6) No one has placed a control on the buying of land. 

(7) The employer pays high wages to his work people. 

(8) The employer paid high wages to his work people. 

(9) Increased efficiency will not offset the rise in price. 

(10) Increased efficiency has not offset the rise in price. 

(11) Steam drives the machinery for the woollen industry. 

(12) Grindstones grind the corn to make flour. 

(13) Ireland began the Shannon Power Scheme in 1925. 

(14) Ireland runs her industries on this power. 

(15) This exercise will serve a double purpose. 

(16) This exercise would serve a double purpose. 

(17) This exercise has served a double purpose. 

(18) Britain gained a flying start in the industrial race. 

(19) Other countries are manufacturing goods for them 

selves. 

(20) They had previously bought those goods from Britain. 

(21) We manufacture those goods for export. 

(22) We shall manufacture those goods for export. 

(23) They wrote the letter in the customer's own language. 

(24) I shall write the letter. 

(25) He will ask me to send the invoice to him. 

(26) The foreigner understands the English business methods. 

(27) The foreigner understood the English business methods. 

(28) The foreigner can understand the English business 
methods. 

(29) The foreigner could understand the English business 
methods. 

(30) The foreigner doesn’t understand the English business 
methods. 

(31) The foreigner didn’t understand the English business 
methods. 

(32) The policy of 'Safety First’ replaced the spirit of enter¬ 
prise in Britain. 

(33) Germany had spent huge sums on scientific research; 
Britain had neglected it. 

(34) An outer coating of shops hides the Stock Exchange. 
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B 

(1) What are the main difficulties that British commercial 
progress has to face ? 

(2) Discuss the case for and against a high standard of 
living. 

(3) Discuss the various methods of generating electric 
power undertaken by your country or by any other country. 

(4) How might Britain regain any of the markets she has 

lost? 

(5) Discuss the advantages and disadvantages of the metric 
svstem. 

“ (6) Write a short essay on one of the following subjects: 

(a) The value of scientific research to industry. 

(6) Outward appearances. 

(c) The ‘business man' on the film—and in reality. 

{d} The differences and the similarities in the conduct of 
business affairs in your country' and in England, 



Chapter III 
PRODUCTION 

The population of the British Isles in 193* (the last cen¬ 
sus) was about 49 million people (England 3® million, 
Wales 2, Scotland 5 and Ireland 4); that is more than 700 
people to the square mile. Excluding school children, 
men over 65 and housewives, we have a working population 
—or rather we should say a population working for mone¬ 
tary gain, for the housewives are certainly part of a work¬ 
ing population—of about 20 to 22 million men and women. 

According to a recent Dictionary of Occupational Terms 
published by the Ministry of Labour there are in Great 
Britain 17,000 different occupations, but they fall into 
three main classes. First, there is industry , i.e. the work 
of turning raw material into finished goods. Secondly, 
there is commerce , i.e. the distribution of goods, their 
transport and all the financial operations connected with 
them. Thirdly, there are direct services to the community, 
the work of, for example, the policeman, the teacher, the 
window cleaner, the doctor or the actor. The third of 
these categories doesn't concern us much in this book, 
but the remaining two, industry and commerce, must be 
examined in more detail. 

Industrial work is of two types: first, the extractive in¬ 
dustries, i.e. the industries which are concerned with the 
getting of wealth from the land or sea, e.g. agriculture, 
fishing, mining; and secondly, the manufacturing industries 
whose work is to change the gifts of nature into the forms 
we require, e.g. the cotton and wool industries, or the con¬ 
structive industries which take the finished products of the 
manufacturers to build them into something else. In this 
category we have the building trade taking the manu¬ 
factured bricks or woodwork or glass and making them 
into houses, or the motor industry taking the multitude of 
parts and building them into a can 
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Population Density of the British Isles 

The densest area of population coincides, roughly, with 

the industrial areas. 
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Agriculture 

Though Britain is one of the most industrialised countries 
in the world and imports most of her foodstuffs from 
abroad, her agriculture should not be overlooked, for it is 
her third largest employer, giving work to nearly a million 
people. Wheat is grown on the east side of England, oats 
in Scotland and most districts of England, barley in East 
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Anglia and potatoes in Ireland and in the rich black soil of 
the Fens. Within recent years the growing of sugar beet 
has become an important industry; it is concentrated 
chiefly in East Anglia, Fifeshire and in Ireland. There is, 
too, considerable fruit-growing, especially of apples, pears 
and the 'soft' fruits, i.e. raspberries, strawberries, goose¬ 
berries and currants. Kent, Hereford, Worcester, Devon, 
Somerset and Cambridgeshire are England's Fruit Garden. 

Cattle are reared in Somerset, Hereford, Devon, 
Cheshire and especially in the central plains and southern 
valleys of Ireland; and sheep, both for wool and meat, in 
Wales, South and West Scotland and on the slopes of the 
Pennines. 


Fishing 

About a million tons of fish, chiefly herring and cod, are 
caught yearly round the shores of Britain, and her fishing 
fleet is the largest in the world. From the busy ports of 
Hull, Grimsby, Yarmouth, Aberdeen, Fleetwood and a 
host of smaller ports, fish is sent to Billingsgate, the great 
fish market of London. 

But when one speaks of the industries of Britain, it is 
chiefly the 'heavy industries' (coal mining and iron work¬ 
ing) or the textile industries (wool and cotton) that one has 
in mind. 


Coal 

Between 1900 and 1932, about 250 million tons of coal 
were mined yearly and about three-quarters of a million 
men were employed. Coal is mined chiefly (1) on both 
sides of the Pennines, i.e. in Northumberland and Durham, 
Yorkshire, Derbyshire, South Lancashire and Stafford¬ 
shire; (2) in South Wales; (3) the Midland Valley of Scot¬ 
land. It is on or around these coalfields that most of the 
other industries of Britain have developed. About 10 per 
cent, of the coal produced in Britain is exported, chiefly 
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from Newcastle, Hull, Swansea, Cardiff, Liverpool and 
Glasgow. About one-sixth of the coal of Britain is coked 
for smelting iron or for producing coal gas, and from the 
by-products of this process are manufactured a whole host 
of things, ranging from explosives to dyes, from fertilisers 
to aspirins, from saccharine to plastics. 


Iron and Steel 1 


The chief centres for the iron and steel industry and the 
engineering that is linked with it are: 

(1) Tees-side and Tyneside with the towns of Middles¬ 
brough, Stockton and New castle. The greatest iron in¬ 
dustry in Britain is here. Here are made steel bridges,® 

tubes' for the London Underground, turbines for steam¬ 
ships, boilers and wire ropes. Here, too, is one of the 
great ship-building areas of Britain; it was on Tyneside 
that the Mauretania and the battleship Nelson were built. 

(2) S.W. Yorkshire and Derbyshire with the towns of 
Sheffield, Leeds, Bradford and Derby. These towns 
make, amongst countless other things, much textile 
machinery, marine engines, motor cars and, at Sheffield, 

cutlery that is world famous. 

{3) Birmingham and the Black Country of South Stafford¬ 
shire. Birmingham is the 'hardware' capital of Britain 
where everything made of steel, from a pen nib to a tank, 
is manufactured. 

(4) South Wales , especially in the towns of Merthyr, 
Cardiff and Sw ansea. The works in this district specialise 
in making 1 tin-plate*, i.e. sheets of iron from one-hundredth 
of an inch to one-fiftieth of an inch in thickness covered 
with a coating of zinc. These sheets are made into petrol 
tins, 'corrugated iron' for roofs, etc., or into tins for canned 
fruit, fish and vegetables. 


1 The Coal industry was nationalised in 1949 * Iron and Steel in 

1951. , 

* The steel work of Sydney Harbour Bridge was made at 

Tees-side in 1932. 




PRODUCTION 


49 


(5) Scotland. The great ironworks founded at Carron 
in 1759 are still among the largest and best-known in the 
world. There are others in the Glasgow, Coatbridge and 
Motherwell regions. It was in Scotland that the Forth 
Bridge and Tav Bridge were made, and in the last fifty 
years more ships (among them the Queen Elizabeth, the 



Forth Bridge 


Queen Mary and H.M.S. Hood) have come from the banks 
of the Clyde than from an} 7 other river in the world. 

(6) Lancashire. The district round Manchester (the 
towns of Burnley, Oldham, Blackburn, etc.) specialises in 
textile machinery, and Manchester itself is a great centre 
for electrical machinery, printing machines and aero¬ 
planes. At Birkenhead, across the Mersey from Liverpool, 
are the extensive ship-building yards of Cammell, Laird 
&Co. 




(By kind permission of Canard White Star, Ltd . 

The Queen Elizabeth 



(By courtesy of Morris Motors, Ltd. 

Assembly Line, Motor Industry 
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Within recent years the motor-engineering industry has 
become one of the most important in Britain; in 1939 
U.S.A. was the only country that produced more cars than 
Britain. The industry is located in three or four centres, 
the Birmingham area (especially at Coventry and Wolver¬ 
hampton), the Greater London area, where the hord 
Company at Dagenham has a factory area of 32 acres 1 and 
in the four years from 1939 to *943 produced more than 
100,000 tractors; and the Oxford area. This is where the 
vast Morris factories are situated with plant capable of 
producing 150,000 cars in a year. 2 


Wool 

Though the textile industries of Britain are, perhaps, 
not so fundamental as coal or iron, they, nevertheless, 
employ more than a million people and, since they account 
for 20 per cent, of Britain’s trade, they are the ones best 

known abroad. 

Few British industries have so long a history or have 
done so much to forward Britain’s commercial prosperity 
as the woollen industry-, and there is perhaps no British 
industry that owes more to the foreigner for its develop¬ 
ment. The Normans in the eleventh century bringing 
their workmen from France, showed how fine cloth should 
be made. In the fourteenth century Flemish weavers 
seeking freedom from oppression at home, settled in 
England and brought their skill to English looms. The 
Huguenots in the sixteenth century fled from religious 
persecution in France and settled, some at Spitalfields in 
London where they made the silk industry famous, others 
at Norwich and Bristol, and still others in Rochdale, 
Lancashire, where their descendants with the same old 
Flemish names are still employed in weaving. 

1 1 hectare = 2 47 acres ['eitoz], 

2 It had not, up to 1949, reached that figure, but in that year 
production was well over 100,000, of which over 60,000 were ex¬ 
ported. 
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In earlier times the chief wool-growing and woollen- 
man ufact unrig regions were the ‘west country* (Gloucester¬ 
shire, Wiltshire and Somerset) and East Anglia, where the 
memorials to the prosperity of the industry can still be 

the ma gnihcent churches, cathedrals and cloth halte 

that the wool merchants built. But with the coming of 

the Industrial Revolution the manufacturer of woollen 

goods moved towards the coal and iron of the north and 

above all to Yorkshire. The west of England still makes 

Witney blankets; Kidderminster still makes the carpets to 

which it gave its name (though ‘Kidderminster* and 

Brussels carpets are made chiefly at Halifax and Dundee), 

and there is some considerable woollen manufacturing in 

Scotland, especially of Scotch tweeds; but, of the 205 000 

people now engaged in the woollen industry, 160,000 are in 

the West Riding 1 of Yorkshire. Here, Bradford holds 

pride of place in almost every branch of the trade whether 

for the manufacture of woollen, worsteds, alpaca or mohair 
goods. 

It is, too, one of the chief towns for dyeing woollen 
goods. Other principal Yorkshire towns engaged in the 
industry are Huddersfield, W'akefield and* Dewsbury. 
Leeds does little actual making of cloth but it uses enor¬ 
mous quantities of it. It makes more clothes than any 
other town in Britain. One firm alone there, Montague 
Burton, Ltd., the largest clothing firm in the world, has 
20,000 direct employees and 100,000 indirect ones, and 
produces 40,000 complete suits of clothes every week. 

About z,ooo million pounds of wool are used every year 
in Britain, of which 100 million pounds are produced at 
home and 900 million imported, chiefly from Australia, 
New Zealand, South Africa and the Argentine. 

1 Riding is a form of the Norse word 'thriding', i.e. third. There 
are three Ridings of Yorkshire. North, East. West 
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Cotton 

If Yorkshire is the home of wool, Lancashire is, to an 
even greater degree the home of the cotton industry, for ol 
the 309,000 people engaged in the manufacture of cotton 
goods, 256,ooo 1 are employed in Lancashire. In 1935 
Liverpool and Manchester imported 1,400 million pounds 
of raw cotton as compared with London's 33 million and 
they exported cotton goods to the value of £37 million, 
that: is more than twice as much as all the other ports in 
Britain put together. It was the cotton industry—up to 
1918 the largest manufacturing industry in Britain and the 
largest textile industry in the world—that made Lanca- 

O ^ t 

shire’s prosperity; and it was its rapid decline in the 1920 s 
that almost brought Lancashire to disaster. 

The Industrial Revolution fixed the main features of 
Lancashire’s cotton industry, but there have been several 

V 

developments since then. There has, for example, been an 
increased specialisation. There has been specialisation in 
the location of the industry; towns are either spinning 
towns or weaving towns, rarely both. Thus, spinning is 

1 Of these, 34 per cent, are men, 66 per cent, women. 
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[By courtesy of Rorrockses, Crardson & Co. Ud. 

Spinning-Shed in a Cotton Mill 


carried on mainly in S.E. Lancashire, and at Bolton, Old¬ 
ham, Rochdale and Manchester. The chief weaving region 
is to the north-east in the valleys of the Ribble and the 
Darwen at the towns of Burnley and Preston. There has 
been specialisation in the processes, some firms doing 
nothing but dyeing, others ‘finishing' and others bleaching. 
There has been local specialisation in the type of goods 
made; certain towns specialising in certain goods, e.g. 
Preston in fancy cloth and shirting, Blackburn in cotton 
garments for the Indian and China trade, Burnley in 
printed cotton, and Nelson in poplins and gaberdine, and 
the towns in the Rossendale Valley in making sheets. 
Finally, there has been specialisation in the type of goods 
made. The entry of Japan and India into the struggle for 
the market for cotton goods has made it difficult, if not 
impossible, for Lancashire to compete with the prices of 
these countries with their much lower standard of living 
and wages and cheaper transport of raw materials. As a 
result Lancashire has ceased to manufacture on a large 
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scale the cheaper, coarser type of material and has con¬ 
centrated on the finer products and better designs. A 
great effort has been made at the laboratories of the 
Cotton Research Association to explore fresh possibilities 
for cotton manufacture and to produce new and more 
beautiful cotton fabrics, more artistic patterns and more 
modem dresses made of cotton, rayon, wool and silk that 
will have, at a quarter the cost, the beauty of line and 
appearance that was once the monopoly of silk and satin. 
In this new branch of textiles may lie the future prosperity 
of Lancashire. 


EXERCISES 

A 

I. Word Study . Use in sentences: 

Census (use also censor ), exclude, transport, community 
(use also communal, communist , communism), to extract, in¬ 
dustrialised, category, overlook (is this the same as look over ? 
Use also to overtake, to take over , to overpower, overhear , over¬ 
balanced), employer (use also employee, employment), exceed 
(make the corresponding noun and adjective), live (explain the 
difference between [liv] and live , daiv] and life), unexampled 
(use also for example, to make an example of someone), region, 
average, by-product, coke, fertile (use also fertiliser, fertility), 
explosive (give the corresponding verb), drug, tractor (use also 
extract, subtract, contract, attract), compete (what is the corre¬ 
sponding noun?), link, tube, wire (what is to send or receive 
'a wire’?), textile, concentrate, nib, corrugated, fundamental, 
weave (give the principal parts of this verb. What is the 
difference between spinning and weaving?), cloth (use also 
cloths and clothes. Show how these differ in pronunciati n), 
textile, oppression (give the corresponding verb and adjective;, 
loom, persecution (give the corresponding verb), descendant 
(what is the opposite?), prosperity (give the corresponding 
verb and adjective), garment, monopoly, dyeing (how does this 
differ from dying?), bleach, location (use also local, locality), 
satin (mention six other textile materials), laboratorv (use also 
labour , laborious). 
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II. Show how each of the following words changes its 

meaning according to whether the accent falls on the first or 
on the second syllable: 

Produce, transport, extract, accent, detail, import, export. 

IH* For eacil °f the following phrases give a word that 
expresses the same meaning. All the required words appear in 
pages 43 to 45. 

(1) The number of people in a country, 

{2) The numbering of a people in a country. 

{3) Having to do with money. 

(4) A division of a system of grouping. 

(5) The art of cultivating the land. 

* (6) A large number. 

(7) A person who works for another. 

(8) To produce and take care of (animals, family). 

(9) Important or chief. 

(10) Brought together in one place. 

(11) A machine that makes power by the force of a current 
of air, etc., blown on to and turning a wheel. 

(12) Belonging to the sea. 

(13) Cloth made from the hair of an angora goat 

(14) A place where scientists work. 

(15) Strong thin cloth made of wool and cotton. 

(16) That on which the rest is built. 

(17) Hard and cruel rule. 

(18) Modem mouldable materials. 

(19) Cruel treatment to a person because of his beliefs. 

IV. Give the substance of the following passage in about 
200 words: 

‘Our fields are cultivated with a skill unknown elsewhere, 
with a skill which has extracted rich harvests from moors and 
waste lands. Our houses are filled with conveniences which the 
kings of former times might have envied. Our bridges, our 
canals, our roads, our modes of communication fill every stranger 
with wonder. Nowhere are manufactures carried to such per¬ 
fection. Nowhere does man exercise such a dominion over 
matter.* 

In this passage of Macaulay we have a vivid picture of the 
effect produced on the imagination of the cultivated classes by 
the miracles that had been accomplished within the lifetime of 
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most of the members of the Parliament to whom he was speak¬ 
ing. It is not surprising that this revolution produced a pro¬ 
found impression in the generation that had witnessed it. 
Even to-day, when the most fantastic of Mr. Wells’s dreams 
seem to tumble into life before one’s eyes in quick succession, 
the story of the changes that transformed travel, transport, 
commerce, manufacture, farming, banking, and all the various 
arts and means of social life, reads like a chapter from the 
Arabian Nights. The blind Metcalf had introduced the art of 
making roads; the illiterate Brindley, the art of building 
aqueducts; Telford, a shepherd’s son, had thrown a bridge 
across the Menai Straits; Bell, a millwright's apprentice, had 
launched the first steamer on the Clyde; Stephenson, the son of 
a fireman, had driven his first railway engine; while a long line 
of inventors and organisers—Watt, Arkwright, Wedgwood, 
Crompton, Hargreaves and a hundred others—by theirpatience 
and their courage and their imagination, had between them 
made England the workshop of the world. When George the 
Third came to the throne, woollen goods were the chief 
manufactures sold by England, her cotton exports were un¬ 
important; when Macaulay spoke, her cotton exports were 
worth some eighteen millions, her total exports had risen 
from fourteen to over sixty millions, her imports from nine 
to over forty millions; a nation that had been poor and even 
backward in her roads now possessed three thousand miles of 
navigable canals besides her infant railways; the new Stock 
Exchange had been founded, and in two years alone no less a 
sum than a hundred and seventy millions had been subscribed 
for joint-stock companies. The men of whom Macaulay spoke 
had seen the dazzling birth of modem England. ( The Town 
Labourer ly 60-1832, by J. L. and B. Hammond.) 

V. Make each of these groups of simple sentences into a 
complex one. Re-arrange the sentences as required. Say 
what kind of subordinate clause each one is. The joining 
word is given in brackets. A word may have to be omitted. 

(1) Some Huguenots settled in London. London became 
famous for its silk {which). 

(2) There are many Flemish weavers. They came to 
London in the fourteenth century {who ). 

(3) The wealth of the w f ool merchants is to be seen in the 
magnificent cloth halls. They built them {which). 
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(4) J T h T e T seat of Lord Chancellor should be a wool sack 

Edward III ordered it (that ). K ' 

( 5 ) Cloth was woven in England in the thirteenth century 

1 his cloth was of very inferior quality (which ). J 

(6) The textile industries are not so fundamental as the 
coal and iron. They employ more people (though ). 

(?) A great quantity of textiles are exported This 
industry is best known abroad (because). ' 

(8) Kidderminster still makes carpets. It gave its name 

to them Kidderminster carpets are also made at Halifax 
(which) (though). 

( 9 ) Bradford is the centre of wool manufacturing. London 
is the most important market { though ). 

(10) This industry owes much to foreigners. No industry 
owes more (which) (Begin There is . . 


B 

I. (1) What is the population of the British Isles? 

(2) What is the population per acre? How does this com¬ 
pare with the population of your country? 

(3) What is the number of people working in Britain for 
monetary gain? 

(4) What are the three main categories of occupation? 

(5) What is meant by (a) Industry, (b) Commerce? 

(6) Give examples of workers rendering direct services . 

(7) Give examples of (a) extractive industries, (6) manu¬ 
facturing industries. 

(S) What proportions of the following are home produced 
in Britain; (a) wheat, (b) meat, (c) wool? How does this com¬ 
pare with your country ? 

( 9 ) How many people are employed in agriculture in 
Britain? How r does this compare with your countrv? Com¬ 
pare also the areas under agriculture. 

(10) What iron-manufacturing towns are on Tees-side and 
Tvneside? 

i—r 

(n) What kind of machinery is made in Leeds? 

{12) What is ‘hardw are’? 

(* 3 ) Where is the main ship-building done in Scotland? 

(14) What engineering work is done in Manchester? 

f 15) What proportion of Britain's coal is exported? 

( 16) What are some of the by-products of coal? 
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(17) Why did Yorkshire become the centre of the woollen 
industry? 

(18) What are the principal towns engaged in the woollen 
industry? 

(19) What particular types of woollen goods are made at 
(a) Bradford, ( b ) Leeds, (c)' Witney, (d) Kidderminster, (e) Hali¬ 
fax, (/) Dundee. 

(20) From what countries does Britain import wool? 

II. Write, without consulting your book, brief accounts of: 

(a) agriculture, (6) coal mining, (c) the iron and steel in¬ 
dustry, (d) the woollen industry, ( e ) the cotton industry, in 
Britain. Draw maps to indicate the chief regions discussed 
and put in the principal towns mentioned. 

III. Write accounts of these same industries (so far as they 
are carried on at all) in your own country. Illustrate by maps. 



[By courtesy of Messrs, Montague Burton , L td . 

Cuttmg-Room in a Clothing Factory 






Chapter IV 


THE FUNCTIONS OF COMMERCE 

Commerce, in its bare essentials, is the getting of goods 
from the man who wants to sell to the man who is willing to 
buy, or, as it is sometimes expressed, ‘the exchange and 
distribution of goods and services/ But the passage of the 
goods from the producer, through the manufacturer to the 
consumer may be a long and complicated one, for goods are 
often produced far away from the place of consumption. 
They are produced in large, but used in small quantities. 
The producer has a limited range of production; the con¬ 
sumers 1 needs are almost unlimited in variety. It is the 
function of commerce to provide the complex machinery 
needed for all this, to provide connecting links between the 
stages of the process and to make the steps from stage to 
stage as easy as possible. Let us take, for example, the 
woollen trade and see the various channels through which 
its products pass. 

The Producer is the farmer, perhaps in Australia or South 
Africa, on whose sheep grows the wool that is sold by the 
producer to commercial firms. But they probably finance 
the producer, while he is waiting for the shearing, with 
money which they, perhaps, have had advanced to them by 
the banks. Once the wool is collected it is graded, 
pressed into bales and carried by road, or rail or river to the 
sea coast and loaded at the port on to a ship that brings it 
to London, Here it is stored in the warehouses that line 
the docks. Wool merchants meet at the Wool Exchange 
in Coleman Street, and the wool is sorted into lots and 
bought by brokers. Bills are settled, insurance paid, 
commission given, credits arranged and the wool is taken 
from the warehouses and sent to the mills of Yorkshire. 
The raw material is then washed, spun, woven, dyed, fin¬ 
ished, etc., and becomes manufactured material as cloth, 
underclothes, blankets, carpets, etc. and is now bought by 
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the wholesaler. He stores it until it is bought from him 
by the retailer, who displays it in his window or, if he is a 
tailor, makes it into a suit, when it is bought by the cus¬ 
tomer, the Consumer. Or it may, instead of being sold in 
the home market, be shipped abroad and form part of our 
foreign trade. 

In this transaction the five main functions of commerce 
can be seen at work. There was (i) Trade , that is the 
general exchange of goods and the services of all the people 
engaged in that exchange. There was Home Trade con¬ 
sisting of Wholesale Trade and Retail Trade, and Foreign 
Trade , i.e. Imports and Exports. All these we will examine 
later in fuller detail. Then there was (2) Transport , the 
moving of these goods by land, sea or air, and the work of 
the people, the agents, travellers, trade representatives, etc., 
who made this work possible. Closely allied with transport 
are communications that have developed with it; the postal 
(and telegraph) system, telephones, cables and wireless 
communication. Without adequate transport we should 
have unsaleable surpluses of goods in one part of the 
country or the world (for transport has made the entire 
world economically, if not politically, one whole), while 
there was acute shortage in another part. Without 
adequate communications we should have endless delays 
and hindrances to all aspects of commerce. 

Quite important, too, though its importance might be 
overlooked, was (3) Warehousing , i.e. the storing of these 
commodities until they are required. This, in modern 
conditions is a very valuable function, for now production 
usually has to be in advance of demand. We go into a 
shop expecting to be able to buy the article we need with¬ 
out necessarily having to give an order for it beforehand. 
But that is only possible because these articles had already 
been manufactured in anticipation of a possible demand 
and stored in the warehouse of the manufacturer, whole¬ 
saler or retailer until they were wanted. 

Again, the warehouses provide for each producer numer¬ 
ous depots at various places near where the consumer will 
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Here is the whole system arranged diagrammaticaUy: 

PRODUCTION 


Industry 

_l 

I 


Commerce 


f 


Extractive 2 Manufacturing 


Direct Services 1 


Trade 


Warehousing Transport Banking Insurance 

Communications 


Home 
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Wholesale 


I 

Retail 


I. 

Foreign 

! 


Imports 


Exports 


AU these branches of commerce, viz. Trade, Banking 
Insurance, Transport, etc., will be dealt with more fully at a 
ater stage, but at present we might look at two of the links 

wJ^ e c } iam fr° m producer to consumer, namely the 

Wholesaler and the Retailer. y 


EXERCISES 

A 

, Ex P lain 30(1 use in sentences: 

Ihstnbuhon (and distribute), consumer (give the corre- 
ponoing abstract noun), complicated, stage (two meaning 

UolesawS + b M k l Spm ( ^ ve the P^ of the verb) 
pinTS'/S taUor ’ transaction, transport, adequate sm- 

spirits (two meaning^ fluctimte ^glut^t^’ a ? tlcipat#> - blend, 

■°* n a. TSTigt tS£ir,wh«t1r 

* he coirespondta e v “ b? ' 

■'^iSftS'eSrSL5*5“• — * 
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II. Mark where the accent falls on each of the following 

words. Use each in a sentence. 

Commerce, commercial; produce (notiw), produce {verb), 
production, product; distribute, distribution; transport (verb), 
transport ( noun ); vary, variety; examine, examination; 
present (>io«n), present (verb) ; telegraph, telegraphy, tele¬ 
graphic; politics, political; necessary, necessity; imports, im¬ 
ported; real, realise, reality; stable, stability. 

B 

I. What are the five main branches of commercial activity? 
Explain their related functions. 

II. What are the main services given by (i) banks, (2) the 
warehouse, (3) the insurance companies. 

III. ‘The world is economically, if not politically, one.’ 
Discuss. 

IV. Explain briefly the diflerence between Commerce and 
Industry. 

V. What do you consider is the purpose of Commerce? 

VI. What are the chief advantages resulting from exchange 
of goods that the development of Commerce has made possible 

VII. What factors have helped the growth of Commerce 
Illustrate your answer by reference to conditions in your ow 
country or in England. 

VIII. Which do you consider to be the wiaer term—Con 
merce or Trade? Justify your answer by drawrng up a tab 
of divisions and subdivisions of each {R.S.A . l Stage II,) 

1 R.S. A. = Royal Society of Arts. 
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FROM PRODUCER TO CONSUMER 


The Wholesaler 

Broadly speaking, the Wholesaler, or ‘Middleman’, buys in 
large quantities from the Producer or the Manufacturer 
and sells in smaller quantities to the Retailer, who in his 
turn supplies the individual customer; but these two aspects 
of trade cannot in all cases be separated into two such 
clearly cut divisions. There are firms who are at the same 
time producers and retailers. There is Lyons, for example, 
who are growers of tea but who will sell you a quarter of a 
pound packet or a cup of tea in their 'Comer House 1 ; Boots, 
who are the largest manufacturing chemists in the country 
but who have shops in almost every town; Burtons, who 
manufacture cloth and measure you for a suit; big dairy 
combines which have their own farms where milk is pro¬ 
duced—and their own milkmen who deliver your morning 
pint. 

It has been argued that the wholesaler is unnecessary 
and that the cost of goods could be lowered if he were 
eliminated from the chain. Though this might be true in 
certain cases the wholesaler is nevertheless often not only 
necessary but economically indispensable. The manu¬ 
facturer cannot, in most cases, undertake the handling of 
innumerable small orders from retailers with all the 
attendant work of packing and invoicing and despatch¬ 
ing. His main function is to produce goods, and it is 
uneconomical that his energy and attention should be 
turned from this to the collection and execution of a mul¬ 
titude of small orders. Moreover, the extra costs that 
would be involved by the organising of all this detailed 
work would counteract any saving gained by eliminating 
the profits of the wholesaler. 

c 65 
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Again, being the link between the producer and the 
retailer, the wholesaler knows the demand and can esti¬ 
mate the quantities required. By means of his organisa¬ 
tion, his commercial travellers, agents, etc., covering the 
whole of the country; by watching production in other 
countries; by keeping a skilful eye on fashion centres like 
Paris or New York, he can advise the manufacturer of 
changes in fashion, suggest an increase in production of 
certain types, a decrease in others. Customers who were 
clamouring for grey check tweeds last year will barely look 
at them this year; chalk stripes will be all the fashion. The 
manufacturer gratefully accepts the information and 
switches over to an increased production of chalk stripes 
so that he is ready with the right type of goods as soon as 
the demand arises. 

The energetic wholesaler will not be content merely with 
supplying an already existing demand, he will be con¬ 
stantly on the look out to discover fresh openings and find 
new customers. By means of catalogues, samples, dis¬ 
plays in his show rooms, advertisements, personal visits, 
and so on, new ground will be broken. He will study the 
districts from which no orders or few have come and send 
his best travellers there to see if fresh markets cannot be 
conquered. In short, he not only supplies the demand 

for goods, he helps to create it. 

By giving large orders far in advance, he ensures for the 
producer a constant flow of production. He is a kind of 
reservoir, collecting goods from various manufacturing 
sources and holding them ready for distribution to the 
retailers. In this way he helps to level out seasonal sup¬ 
plies or periods of sudden demand and slump and this, in 
turn, helps to keep the rate of employment and the prices of 
goods steady, for the wholesaler can, and does, buy v*hen 
trade is slack and prices are low, and sell from his accumu¬ 
lated stock when prices rise again. This is an advantage, 
not only to the manufacturer who need only produce to 
order but to the retailer also, for from this reservoir he can 
get prompt delivery of goods when his stock is running low, 
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and so keep a wide range of goods constantly replenished 
by small orders. In short, the wholesaler provides for the 
goods being available at the time, in the quantity and in 
the place that they are wanted by the retailer. 

But these are not the only ways in which the wholesaler 
can help the retailer. The wholesaler studies production, 
and his experience and knowledge of goods and markets 
enable him to select the best sources of supply. He can, 
too, by his knowledge and by the skill of his buyers, show 
the retailer a wide range of goods, the result of careful 
selection. A big firm of wholesale cloth merchants will, 
for example, examine with expert skill many thousands of 
patterns of cloth in order to provide a limited, carefully 
graded choice for the retail buyer. 

A retailer cannot afford the time, nor would his orders be 
large enough to justify the expense of traveling to many 
parts of the country (or even overseas, for the wholesaler 
often has international connections that enable him to 
supply from abroad what he cannot find in the home 
market) to examine the products of a host of manufac¬ 
turers. Moreover, he has not always the necessary experi¬ 
ence to distinguish the best from the second-rate. The 
wholesaler can direct him here, can inform him of new 
types of goods, of changes of fashion, or of likely changes of 
price. Again, by supplying him with patterns, samples and 
whole ranges of materials, with window displays, ad¬ 
vertising material, etc., he can enable the retailer to sell a 
wide variety of goods without the expense of stocking them. 

But perhaps the greatest benefit that the wholesaler 
gives to the retailer is in the granting of long-term credits. 
By supplying the retailer with goods for vilich he often 
need only pay wiien, by the sale of those goods, he has 
gained all, or a part, of the necessary money, the wholesaler 
enables the retailer to carry far larger and more varied 
stocks (often perhaps of rather slow-selling goods) than he 
could possibly afford to do if he had to pay cash on delivery. 

The wholesaler, then, to a great extent finances the 
retailer—taking by that a considerable risk. Moreover, 
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the holding of large stocks at his customers* call means 
heavy investments of capital, and a change of fashion or a 
sudden glut might cause a rapid fall in price or might leave 
big stocks of unsaleable goods on his hands. 

From the producer, on the other hand, he buys goods on 
short "term credit. *1 he capital of the producer is largely 
tied up in plant and machinery and the raw material for 
the lengthy process of production. The raw material is 
often paid for in cash and the manufacturer naturally 
wants as quick a return as possible. This the wholesaler 

gives him. 

Since, therefore, the wholesaler offers the producer and 
the retailer definite economic advantages and bears burdens 
that they themselves are either unwilling or unable to 
carry, he is undeniably entitled to an adequate return for 

his services. 

Yet, in spite of the services that the wholesaler offers to 
the producer and the retailer, both have, again and again, 
attempted to eliminate him from the chain, the manu¬ 
facturer in the hope of adding the wholesaler’s profit to his 
own the retailer to get lower prices by buying direct. In 
many cases the attempts have had a certain amount of 
success and the wholesaler’s position in some trades has 
become precarious. One reason for these efforts is that 
in some cases the wholesaler has ceased to fulfil his proper 
function as outlined above Where, often, one middleman 
would be sufficient several intervene and take their pronto, 
thus uneconomically raising the prices for the ultimate 
consumer. More important still is the fact that th 
modem organisation of retail houses in the form of Depart¬ 
ment Stores, multiple shops and chain stores (whose activi¬ 
ties we shall study in the next chapter), has given them a 
purchasing power that exceeds that of the wholesaler, with 
the result that they can often take over his functions or do 

"‘But'ftfcase for the wholesaler is well summed up I* 
Clarke: ‘So long as there are small producers who cannot 

nwn nroducts economically; and so long 




FROM PRODUCER TO CONSUMER 69 

as there are large producers inadequately supplied with 
capital to carry on extensive distribution activities or 
handling too limited a “line” to make direct marketing 
possible; and so long as there are small retailers who find it 
difficult to get into direct contact with their numerous 
sources of supply or with whom it does not pay the pro¬ 
ducer to get into direct contact; or so long as ultimate con¬ 
sumers find more valuable use for their time than to talk 
with, correspond with, or read advertisements of, the hun¬ 
dreds of producers whose goods they consume—just so long 
the middleman is likely to function as an independent 
unit/ {Principles of Marketing .) 


EXERCISES 


I. Word Study. Explain and use each of the following in 
sentences: 

Broad (what is the corresponding noun? Give the nouns 
corresponding to long , wide , high, deep), combine (as a noun and 
as a verb. Note the different accentuation in each case), 
indispensable (give other words where the prefix in- is used to 
make the negative), despatch (also written dispatch), execution 
(two meanings), energy (give the corresponding adjective), 
grateful (what is the corresponding noun?), to switch (what is 
an electric switch?), ‘on the look out", conquer (how is this 
word pronounced?), ‘in short*, reservoir (use it literally or 
figuratively), ‘running low*, slump, slack, accumulate, re¬ 
plenish (give other words where the prefix re- is used with the 
meaning again), available (use also prevailing), choice (give the 
corresponding verb), justify, host (two meanings), second-rate, 
display, benefit, credit (note several meanings. Use also 
creditor, creditable, long-term credit. Compare with credible), 
investment, glut, ‘tied up*, plant (two meanings), burden, 
undeniably (from the verb to deny), ‘entitled to' (use also title), 
adequate, direct (as verb, adjective and adverb. How does it 
differ from directly?), precarious, intervene, ultimate, exceed 
(what is the corresponding noun ?). 
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B 

I. ‘The cost of goods could be lowered if the wholesaler were 
eliminated/ Discuss. 

XJ. The wholesaler is not only necessary but economically 
indispensable/ Discuss. 

III. How is the wholesaler related to: 

(a) the manufacturer? 

(b) the retailer? 

What sendees does he render to each? 

IV. There is a tendency, e.g. with big stores, multiple shops, 
etc., to be both manufacturer and retailer. How far is this 
advantageous to the wholesaler, the retailer, the consumer. 

V. Is it (a) possible, (f>) desirable to combine a wholesale and 
a retail business under the same proprietorship. Argue the 
points involved [R.S.A., Stage III). 

VI. Why is greater specialisation possible in the wholesale 
trade than in the retail trade? {R.S.A., Stage I). 


Retail Trade 

(i) ‘The Little Man’ 

In the chain of services from the producer to the con¬ 
sumer the retailer is the final link. It is he w’ho sells to e 
customer in the small quantities required. Like the 
wholesaler, whose functions we have just studied, he, too >, 
must be able to anticipate the customers needs so that the 
customers can get at once from his varied stock exactlj the 
goods that they are wanting. He must be constantly on 

this he is helped by living among his enstomers-sothat 

he is not short of the goods for which the demand l@s 
arisen nor, on the other hand, overstocked with those for 
which the fashion has changed, and for w hich the deman 
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has fallen. On his shrewdness and skill in assessing these 
changes may depend the whole difference between success 

and failure. 

The retailer may, as we have seen, get his stock from a 
wholesaler either by ordering his goods from the whole¬ 
saler's traveller who will call at his shop, perhaps with 
samples or patterns, or by paying periodic visits to the 
wholesaler's warehouse where, from the range of goods 
that the wholesaler has bought from various manu¬ 
facturers, the retailer can select those that he thinks 
will be most suited for the type of customer that 
buys from his shop. He may also deal direct with a 
manufacturer. In this latter case the goods are fre¬ 
quently ‘standardized goods', ‘proprietary' or ‘branded 
products', i.e. they are standardized for selling price 
(which is fixed by the manufacturer), for size, for 
appearance and for quality. There are certain advantages 
both for retailer and consumer in branded goods; for 
example, the retailer is assured of a moderate but definite 
profit on an article which the manufacturer will usually 
advertise well for him, and the buyer can rely on an un¬ 
varying quality at a price that he already knows. But 
standardized goods have their disadvantages, too. For 
the retailer selling these standardized goods there is less 
scope for the personal touch and salesmanship that we 
noted was the ‘little man's' strong asset; while for the cus¬ 
tomer there is a restricted choice and less likelihood of the 
bargain that he might find where there is a more varied 
display and no fixed selling price. 

Many retailers, 1 however, do more than merely supply a 
need. The retailer may, according to the type of goods 


1 There are about 500,000 retail shops in England at the present 
time, i.e. roughly 1 shop for 80 people. About 90 per cent, of 
these are owned by small independent shopkeepers and 75 per 
cent, of these shops are run by members of the family only. The 
little shops do 60 per cent, of the retail business of the country. ■ 
The other 40 per cent, is done by the Departmental Stores, Multiple 
Shops and Co-operative Societies. 
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that he sells, render certain services. He may sell you 
shoes and repair them as they need repairing; sell you a 

watch and clean the one that won't go; sell you a car_ 

and service it; he may alter an old suit as well as supply 
you with a new one. 

The ‘little man' is usually conveniently situated for his 
customers. His small shop is just ‘round the comer’. He 
knows you, he studies your tastes, he knows the brands 
of cigarettes or the kinds of toothpaste that you usually 
want and he has them ready for you almost before you ask 
for them. He knows that you are a reliable person and, if 
you wish, is prepared to give you short credit—though, 
frankly, he would prefer cash payment. It is by this 
‘personal service’ that he gives, and the fact that the 
owner of a business will always take a keener interest in its 
efficient running than will any mere paid assistant, that 
the ‘little man’ is able to keep going against the competi¬ 
tion of the big retail trading concerns. 

But it is a hard struggle he is fi ght ing and the odds 
seem almost too heavy against him. In whatever direc¬ 
tion he turns he meets opposition and competition. 
Manufacturing concerns open their own shops and with the 
slogan ‘From Producer to Consumer’ take many of his 
customers away. 

A perhaps still greater danger has grown out of his own 
ranks, viz. big combines of Retail Organisations in the 
form of Departmental Stores and Chain Stores. Against 
his modest means they command seemingly unlimited 
capital; additional credit which he can only get with great 
difficulties is easily available to them. And whilst he tries 
hard to divide his time between his customers, his books, 
and his suppliers, the big combines allocate these various 
functions to highly experienced specialists. No wonder 
that his primitive book-keeping methods cannot compare 
with the up-to-date systems and statistics of the big or¬ 
ganisations. Against the greater specialisation of the 
skilled buyer he may set his better knowledge of his cus¬ 
tomers’ wishes and his greater adaptability; against their 
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modern marketing methods his closer contact and personal 
service. But in the field of propaganda he cannot com¬ 
pete. The cost of a big advertising campaign is borne by 
the whole organisation of the 'company shops' with their 
many branches and departments; the cost for the single 
unit of the small trader would be prohibitive. On the 
other hand his nearness to his customers may enable him 
to give them a delivery service just as good as that offered 
by the Stores with their fleet of delivery vans. 

In the midst of his difficulties he may look for support to 
his customers to whom he has given so many years of 
faithful service. But here he will be still more disap¬ 
pointed: they, too, have organised themselves into Con¬ 
sumers' Co-operative Societies in an endeavour to eliminate 
him altogether. 

It looks like a miracle that against this overwhelming 
financial concentration and the gigantic organisation of 
purchasing and selling power the one-man business is still 
holding the field and often with remarkable success. This 
seems to prove that the initiative and the enterprise of a 
personally conducted business appeal to many customers 
more than the scientifically efficient organisation of a 
manager-directed chain store. 

But there can be no doubt that under the concentrated 

pressure of the company shops, the chain stores, and the 

Co-ops. the structure of the retail trade has undergone 

considerable changes. The relative importance of the 

small trader has shrunk at the same rate as that of the 

combines has grown. There is no sign that this process is 

finished yet, though during the war the small man has in 

some instances regained some of the ground previously 

lost. It is argued, and the argument is gaining weight, 

that it should be the considered policy of the government 

to protect the small trader and prevent his absorption or 

extinction by the giant concerns. Some measures re- 

cent y taken seem to indicate that this opinion is shared 
by the government. 


ca 
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(ii) A Simple Retail Transaction 



BOND STREET. W. I 


1 


<* 


mat. 


aa***- w 


t*t decuUtful colours and as&sfcc designs aiprices 

ifaryistgfrom 

QI ill 6 19 6 

Patterns post free on receipt of a postcord. 


to 


Post Card 


34, Field End Road, 
Uxbridge, Middx. 
2 nd Sept., 19— 

Dear Sirs, 

Please send me patterns of cretonne curtain 
material as advertised in this morning's Daily News . 

Yours faithfully, 

(Mrs.) E. Bradshaw. 



FROM PRODUCER TO CONSUMER 


75 


1 


Bond Street, 

London ,W. I ID. 3. 



town 8<z)on£~ 



3rd September , 19 


Mrs. Bradshaw, 

34, Field End Rd„ 

Uxbridge. 

Dear Madam, 

In reply to your post card of 2nd September we 
have pleasure in enclosing 12 patterns of cretonne curtain 
material and hope that amongst them you will find some¬ 
thing that may be suitable. 

All these materials are guaranteed fast colours, fadeless, 
and will stand washing and dry cleaning without injury. 

If you do not find that these materials are quite what 
you want, we shall be pleased to submit a further selection 
either in a cheaper or a better quality. Should you decide 
to take one of these, may we remind you that in addition 
to supplying materials we also make up curtain materials 
to our customers’ requirements. 


Yours faithfully, 

W. D. Brown & Sons 


Enclosures 
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54 , Field End Rd., 
Uxbridge, Middx, 

7 th September ,a 

Messrs. W. D. Brown and Sons, 

Bond Street, W. 1 , 


Dear Sirs, 

Thank you for the selection of patterns of curtain 
cretonne. Pattern No. 55A at 5/4 per yard is I think 
exactly what I want. With regard to.the making of the 
curtains, which are for two large rooms each with three 
windows and a curtained french window, I should be g!«d 
if you would send a representative to measure the windows 
and then give me an estimate for the cost of supplying the 
material and making the curtains. Any morning, except 
Wednesday, would be convenient. 

Yours faithfully, 

E. Bradshaw. 


entative calls 

i 

firm. 


Bond Street 
London ,W-1 


10. 



<5 


town S<~>on£- 


iUh September , 19—. 

Mrs. Bradshaw; 

34, Field End EUL, 

Uxbridge. 

Dear Madam, 

Our representative. Me Jackson, who called On 
you yesterday to measure your windows for curtains, has 
now reported to us that you will require forty-five yards 
of cretonne for the curtains of the two rooms. The cost 
of this at S/4 per yard would be £12, or with our charge 
for making the curtains an inclusive cost of £14 10s. Od. 
(cash with order). On receipt of your instructions the work 
will be put in hand at once. 


Yours faithfully. 


W. D. Brown & Sons. 
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34, Field End Rd. t 
Uxbridge. 


Messrs. W. D. Brown and Sons, 
Bond Street, W. i. 


14 th September , 19— 


Dear Sirs, 

Thank you for your estimate of £14 10s. od. for 
supplying material and making the curtains. I shall* be 
glad if you will do that, and enclose cheque for £14 10s. od. 

Yours faithfully, 

E. Bradshaw. 


Bond Street. 
London .W. 1 


10. 



town 


& 


15 th September, 19—. 


Mrs. Bradshaw, 

34 , Field End Rd. t 
Uxbridge. 

Dear Madam, 

We thank you for your cheque for £14 10 s. Od. for 
curtain material and the making of curtains. The work 
will be begun immediately and we hope to deliver the cur¬ 
tains by next Friday. 

Enclosed please find our formal receipt 


Yours faithfully, 


End. 


W. D. Brown & Sons. 


Bond Street. 
London.W. 1 




town 8 



on&~ 


Mrs. Bradshaw. 


1 5 th September , 19—. 


45 yds. of cretonne 55A @ 5/4 including 

making of curtains. £14 10 s. Od. 


Receive 


2d. 

d with th 
W. D. Br 


anks, 

own & Sons* 
. 15 / 19 —. 
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(iii) The Big Concerns 

Retail trading concerns are of various types. There 
are Department Stores, Multiple Shops, Chain Stores, 
etc., most of which have grown out of the activity 
of the small trader. The great firm of Lipton with shops 
supplying tea and groceries in almost every town in 
Britain and America began in a tiny retail shop in Glasgow 
run by Thomas Lipton. Few multiple shops are more 
common than Boots Cash Chemists. They all grew from 
the small herb shop in Nottingham where Jesse Boot, at 
the age of ten had to leave school to help his widowed 
mother. Lyons' vast organisation of tea shops and hotels 
began with Joseph Lyon's idea of giving the public a good 
cup of tea for twopence served by a neat waitress in shops 
with spotless marble walls and no tips. Marks and Spen¬ 
cer’s, second, perhaps, only to Woolworth’s as a fixed-price 
store, started fifty years ago in a small Midland market 
town on a stall where every article was sold at a penny, 
and, though the price limit of a penny could not be main¬ 
tained the principle of a fixed price has always been 
adhered to as far as possible. 

The Department Store is usually a most complex concern 
housed in one or two huge buildings and divided into a 
number of departments 1 —furniture department, grocery 
department, drapery department, etc. It prides itself on 
being able to supply the customer with everything from a 
needle to a motor car, from food to pianos, from theatre 
tickets to country houses,* and all ‘under one roof'. 

The store is generally situated in a main shopping centre, 
making shopping convenient and easy. There is adequate 
space for the display of goods; so the shopper walking 


1 Selfridges for example has 235 selling departments in addition 
to work rooms, despatching rooms, checking rooms, reserve rooms, 
etc. 

1 \Vhiteley‘s famous advertisement was, 'We supply everything 
from a pin to an elephant.* 
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[By Courtesy of John Lewis & Co. Ltd. 


A Modern Store 

through the department can see at a glance what is dis¬ 
played without being pressed to buy and, as he has 
often to walk through several departments to get to the 
one he wants, he is tempted by the goods he sees en 
route into buying things that he never intended to buy 
and so, though each department is more or less indepen¬ 
dent of the others, one department may help the sales of 
another. 

Each department is under a Head, usually known as the 
Buyer.i He buys the goods for the department (within 
the limit of expenditure that the Company allows him) and 
fixes the price at which they are to be sold. The buyer has 
under him a number of salesmen (including perhaps one or 

1 The function of the Buyer is considered more fully on page 114. 

















So A COMMERCIAL COURSE FOR FOREIGN STUDENTS 

two expert window-dressers whose skill will be used 
to attract customers) and it is his responsibility to 
see that his staff is efficient and courteous. He must 
see that his department is not overstaffed (so adding 
to the expense of his department) or understaffed, 
thereby causing customers to be kept waiting to their 
annoyance and the ultimate loss of their custom. In¬ 
dependent records are kept of the profit and expenses 
of each department so that the management has a check 
on its efficiency. 

These stores have a vast turnover and a correspondingly 
immense purchasing power, a power which has been in¬ 
creased even more by a recent tendency for several of these 
Department Stores to combine their activities in one way 
or another. 

The Department Stores cannot hope to have the same 
personal contact that the small trader enjoys but they 
endeavour to replace this by the wider ranges of goods 
that they can show, by their prompt and efficient delivery 
service, by a multiplicity of conveniences—such as a rest 
room, information bureau, a restaurant and cafe—and by 
the general courtesy and tactfulness of their staff. 

The Multiple Shops and Chain Stores follow a different 
principle, aiming not at a complex organisation all under 
one roof but at a large number of branches in every town 
or district where there is a promising market for trade. All 
these branches are centrally directed from a Head Office. 
So, as vou come out of almost any London Tube station, 
you will see the same chemist, the same fruiterer, dairy, 
tea-shop, provision dealer or ready-made clothier. 

There is a difference between these two types. Multiple 
Shops specialise in one type of goods at various prices, e.g. 
Sainsburv’s (groceries), \V. H. Smith's (books). Chain 
Stores will sell a wide range of goods but at certain fixed 
low prices, e.g. Woolworth’s ( 3 d. and 6 d .) 1 or Marks and 
Spencer's (price limit 5 s .) 1 As these organisations, of 


1 These price limits are not observed now. 
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either type, buy in enormous quantities they can eliminate 
the wholesaler; and, as they often manufacture goods to 
their own requirements, they can take over the functions 
of the producer too. With this mass production there goes 
extensive standardisation, standardisation in price, in 
appearance and lay-out of the shops, in their fittings, 
counters, goods, packing and form of display; and, as there 
is practically no salesmanship required in the selling of 
such goods, unskilled assistants can do the work. When, in 
addition, we remember that these shops are run on a 
strictly cash basis, we can realise that they are in a very 
favourable, often an overwhelming, position to compete 
with the small retailer. One can get an idea of the enor¬ 
mous strength of these concerns from the balance-sheet of 
one of the big Chain Stores on page 210. 

In charge of each branch shop is a manager, but his 
powers are far more restricted than are those of the Head 
of a Department Store, the Buyer. The Manager has, for 
example, nothing to do with the monetary side of the 
business. He pays his takings daily into the firm's bank 
and is not allowed to draw any money out. He doesn't 
usually buy for the branch—the buying is all done central!}' 
and the goods are sent to him from the Head Office or, with 
big concerns, from one of their branch warehouses, in 
accordance with his requirements. Nor has he anything 
to do with the pricing of the goods; that, too, is done 
by the Head Office. His duties are merely to see that 
he always has a good varied stock (which he can obtain 
by sending regular orders to the Main Office) and, by 
his powers of salesmanship, by window display and by the 
courteous and obliging spirit that he can inspire in his 
assistants, to attract as many customers as he can to the 
branch. 


There is still a further type of shop which differs in 
history, in organisation and in methods from the Multiple 
Shops and the Chain Stores that we have already con¬ 
sidered. This is the Cc-operative Society. 
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The Co-operative Societies .—Just over a hundred years 
ago (in December 1844) twenty-eight weavers in Roch¬ 
dale, Lancashire, subscribed a fund at the rate of 
2( i. a week per man to purchase some of the ne¬ 
cessities of life to sell to their members. Any profits 
that were made were to be distributed among the 
members according to the value of their purchases 
Their initial capital was £28 and with this they rented, for 
£10 a year, a tiny shop in a slum quarter of Rochdale 



[By covrtoty of tti Co-operative WkoUsaie Society, Ltd. 

The Original Toad Lane Shop 


known as Toad Lane. Their first stock was 50 lb. of 
butter, 56 of sugar, 6 cwt. of flour, x cwt. of oatmeal and 
two dozen candles. One of their members was the sales¬ 
man and the shop opened on two evenings a week. From 
that humble beginning has grown an enormous Co-opera¬ 
tive Movement with over 10 million members in Great 
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Britain distributed among 1000 retail societies with 25,000 
shops and with an annual turnover of over £500 millions. 
They employ more than 260,000 workers, supply about a 
quarter of the total population with groceries and a third 
of the total population with milk. In 1948, after paying all 
charges, they distributed among their members £36 
million pounds in dividends. Nor is the movement con¬ 
fined only to Britain. It has spread to almost every 
country in the world. 




[By courtesy of the London Co operative Wholesale Society, Ltd, 

A Modern Shop of the Co-operative Society 


The organisation is in two parts, a Retail section and a 
Wholesale section. The business of a retail Co-operative 
Society is run on local lines. It is owned by the members 
of the Society in the area where they live. They sub¬ 
scribe the capital—usually a minimum share per member 
of j£i (which can be paid in weekly instalments of a shilling 
or so) rising to a maximum of £200 which is the limit that 
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any one holder can have,—they appoint their own com¬ 
mittee to manage the Society and they share the profits in 

the form of a dividend varying in amount according to the 
amount of their purchases. 

The organisation, it will be noted, is totally different 
from that of the Multiple Shop or Chain Stores. A retail 
Co-operative Society is governed by its members and its 
members only. There is no central direction, no 'Head 
Office’. No other society, wholesale or retail, can inter¬ 
fere in its affairs. The Co-operative Wholesale Society 
does not ‘own’ the Retail section. The Chain Store is 
owned and controlled from the top; the Co-operative 
Society from the bottom. Nor is it possible for any mem¬ 
ber or small group of members to obtain ‘controlling 
influence’ in a branch, for the fundamental Co-operative 
principle is 'one man one vote’ no matter whether the 
share-holding of the man (or woman for, of course, women 
are members) is £1 or £200. The day-to-day control is 
exercised by a committee of management which is elected 
at the Annual Meeting by the members from among their 
own ranks. There is no compulsion for any member to 
buy all his purchases from the Society. He can spend 

what he likes at any other shop but, as the activities of the 
Society now not only cover the original supplying of butter, 
sugar, candles, etc., but also cater for almost all his needs 
from a hair-cut (or a permanent wave) to a ton of coal, 
from a pork chop to a suite of furniture, and as a 'divi' 
(often equivalent to a 10 per cent, reduction in price) is 
paid on all these purchases, it is natural that the major 
portion of his buying will be with 'The Stores’. 

The Co-operative Wholesale Society was first started in 
England in 1863 and in Scotland in 186S. It is an exten¬ 
sion of the Retail organisation. Just as the member buys 
from the Retail Society, so the Retail Society buys from 
the Wholesale one. There is no compulsion for the 
Retail Society to do so; it may buy where it wishes, but its 
dividend’ from the Wholesale Society depends on the value 
of its purchases. As a matter of fact, in 1948, the Whole- 
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sale Co-operative trade was £252,500,000 in England and 
£55,300,ooo in Scotland, which was 70 per cent, of the 
total trade of the British Retail Co-operative Movement. 

The C.W.S. is not only a wholesale organisation supply¬ 
ing goods to the Retail Co-operative Societies. In the 
course of the seventy or eighty years that it has been in 
existence it has started and developed its own production 
of things like clothes, foodstuffs, milk, boots, shoes, etc. It 
makes jam from its own fruit farms, sells tea grown on its 
own plantation and brought to England in its own ships; 
it mills its own flour, has its own printing v f orks (and pub¬ 
lishes the Sunday newspaper Reynolds News ) and runs a 
successful insurance society and a bank with assets of £247 
million and a turnover of more than two thousand million 
pounds. 

Mail-Order Business, Most of the big Department Stores 
have a mail-order department, but there are firms w r ho do 
nothing else but mail-order business. These firms have no 
shops or windows to show their merchandise, they rely for 
their sales-promotion entirely on advertising and propa¬ 
ganda. The customers see the goods advertised (either in 
the newspapers viiere the advertisements often cover whole 
pages, or in voluminous very freely illustrated catalogues 
offering almost every commodity that anyone could want), 
post their orders and receive the goods by post, rail or the 
firm's delivery service. A card index is kept noting the 
name, address and other particulars about each customer 
and this index is used for sending future catalogues and 
sales ‘literature 1 . 

This system is greatly helped by the C.O.D. (Cash on 
Delivery) scheme introduced in 1928, by which the buyer 
pays the money for his purchase to the postman when the 
parcel is delivered. For this service a charge is made of 
4d. when the cost of the parcel is under 10s.; 6d. for sums 
between 10s. and £1; 8d. between £1 and £2; rod. from £2 
to and 2d. extra for every £5 above the first up to £40, 
beyond which the cost must not go. Parcels can also be 
sent C.O.D. to certain countries abroad. 
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The mail-order system has undoubtedly some advantages 
both for the buyer, who can, so to speak, do his shopping 
at his own fireside, and for the seller who, operating often 
from small premises, is spared the expenses of salesmen’s 
salaries (for most of the work, being largely routine, can be 
done by cheap labour) and of the high rents that shops in 
popular shopping centres must pay. He is spared, too, 
the "rush* shopping hours, as his orders come at the regular 
intervals of the post, and so the work can be spaced out to 
give a more or less steady stream. On the other hand, 
there are disadvantages for both sides. The buyer cannot 
see what he is buying but must rely on the advertisements 
(which may be somewhat misleading) of the goods. More¬ 
over, the method, no matter how well organised, must be 
slower than the direct buying and lacks the personal con¬ 
tact that is often so valuable both for buyer and seller. 
For the seller, too, there are disadvantages. Exclusive 
advertising by means of newspaper announcements, or by 
house-to-house canvass, catalogues, packing and the 
postage charges naturally put up the price of the goods 
sold beyond that for similar goods in the shops. The 
system is on the whole more suited to vast countries like 
the U.S.A, where these businesses (e.g. Sears Roebuck) 
grow to enormous size. England does not offer the same 
scope for the mail-order business; she is too small, and the 
communications are too good, so that most of the people 
are within comparatively easy reach of good shopping 
centres and market towns. 

Hire Purchase . A form of trading that has, within 
recent years, gained enormous popularity, especially in the 
United States of America, is the Hire Purchase system, i.e. 
the sale of goods to a customer under an agreement where¬ 
by he takes possession of the goods at once but pays for 
them in regular instalments, over a period of several 
months or even years. It covers a wide range especially of 
goods of the more expensive type, e.g. houses, furniture, 
motor cars, radio sets, etc., and, though hire-purchase 
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trading is not confined only to retail business, it is perhaps 
most convenient to consider it under Retail trade. 

There are two forms of payment by instalment, (a) hire 
purchase, ( b) deferred payment, and the distinction is im¬ 
portant. Under a hire-purchase agreement, though the 
buyer gets the goods at once, they belong legally to the 
seller until the final instalment is paid. If for some reason 
the buyer is unable to continue with his payments, the* 
seller can take back the goods and keep all the instalments 
paid by the buyer. 1 

Under a deferred payments agreement, too, the buyer 
receives the goods on payment of the first instalment, but 
he is also the legal owner of them. Here the seller is 
obviously taking a considerably greater risk than he 
would under a hire-purchase agreement and consequently 
the time allowed for repayment is generally shorter. Some¬ 
times the agreement is modified by a condition stating that 
if the purchaser does not keep up his payments the seller 
can take possession of goods to the amount still owing to¬ 
gether with a reasonable charge for expenses. Whether 
this is done or not the seller can, of course, if the payments 
are not made, sue the buyer in the courts for the debt still 
owing. 

A few years ago legislation was introduced to check cer¬ 
tain abuses under the system. By the Hire Purchase Act 
1938 it is laid down that if the hirer has paid at least one 
third of the price of the goods and then ceases payment, 
the goods cannot be taken by the seller until he has 
applied to the Court and received permission to do so. 
The Court will consider the financial position of the 
hirer and then decide whether the seller can retake 
possession or whether the hirer should be allowed to 
pay the balance by instalments that are within his means. 
A further clause to prevent a customer from paying exces¬ 
sive interest (or at any rate from not knowing what interest 


1 This is commonly known as ‘snatching back’ (to snatch = to 
take suddenly, without asking permission). 
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he is paying) lays it down that the seller must state the 
price of the goods for a cash payment. 1 

The system of hire purchase or deferred payment is, of 
course, a form of extended credit and has undoubted ad¬ 
vantages. It has, by means of Building Societies, enabled 
thousands of people, who could not possibly have put 
down the necessary capital, to buy their houses by a 
monthly or yearly payment that in many cases is 
no more than they would have had to pay in rent. 
Where the hire purchase is a productive investment, 
it certainly fulfils a sound economic function. So it 
has been an enormous help, for example, to the doctor 
requiring an X-ray apparatus, to the dentist wishing to 
equip his surgery or to the small manufacturer who, by its 
means, has been able to buy ‘capital goods’ (e.g. modem 
machinery) and so improved his methods of production. 
It has made it possible for the poor man to ride to work on 
his bicycle, paying for it as he uses it, with the weekly 
half-crown that, without the bicycle, would have gone in 
bus fares. Even the fairly prosperous worker or small 
business man might find a difficulty in paying £50 for a 
radio or a refrigerator, but he hardly feels the monthly 
instalment spread over, say, two years. 

On the other hand, the system often leads people to 
mortgage their future incomes unwisely by taking on 
commitments which, if all goes w^ell, are perhaps within, 
if only just within, their means. Even then it may mean 
the diverting to the purchase of luxury articles portions 
of their income that ought to have gone on necessary 
articles. But the tragedy comes if all does not go w f ell, if 
there is a spell of unemployment or sickness or trade 
depression. Then the continuation of the payments be¬ 
comes impossible, the goods are reclaimed by the seller and 

1 Tbe Act applies only to England and Wales. It applies to 
goods to tbe value of £500 for livestock, £50 for a motor car, £100 
m anv other case. Under the provisions of the Act a purchaser 
can end the agreement at anv time bv returning the goods and 
paying half the purchase price agreed on. 
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the payments of perhaps several years are lost. And the 
danger of this is very real for, as much of this business is 
done by agents paid on commission, they tend to give 
credit indiscriminately and the inexperienced and credu¬ 
lous housewife often signs contracts that she does not 
understand and which it is often hard, if not impossible, 
for her to fulfil. 

Again, though it is true that the system does encourage 
trade by causing an increased demand for goods, neverthe¬ 
less, if trade depression comes, it is made all the more 
severe by the burden of hire-purchase debt on goods, per¬ 
haps already worn out, bought at a time of prosperity. 

Moreover, the buyer has, naturally, to pay a high rate of 
interest 1 for these credit facilities. This is, of course, 
inevitable as the seller risks a large amount of capital 
which, even if he doesn't lose it, must be left locked up for 
a very considerable period and he has, in addition, clerical 
and administrative expenses that the cash trade avoids. 


EXERCISES 


A 

Word Study. Explain and use in sentences: 

Anticipate (use also anticipation ), ‘on the alert’, assess, 
service (as a noun and a verb), brand, roughly (two meanings), 
standard (use also standardise), likelihood, to house (how does 
the pronunciation of the verb differ from that of the noun?), 
drapery (what is sold in a drapers shop?), courteous (what is the 
opposite? What is the corresponding noun?), endeavour (give 
the pronunciation), bureau, tact, dairy (use also diary), over¬ 
whelm, monetary, inspire (give the corresponding noun. Use 
also expire , perspire , conspire ), subscribe (use also describe, 
prescribe, scripture, manuscript), fund (use also found (two 
meanings)), minimum (what is the opposite?), instalment, 
compulsion (what is the corresponding verb?), to cater for, 

1 It is not unusual for hire-purchase firms to price their goods so 

that the margin of profit is twice that made on the same goods bv 
cash-trading firms. 
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suite (use also suit and sweet), equivalent, reduction (what is the 
corresponding verb?), catalogue, premises (use also promises ), 
mislead, canvass (compare canvas), hire (use also higher) , con¬ 
fined to, defer, obvious, sue, legislation (use also legislate (verb), 
legislator ), abuse (as noun and verb. As a verb the pronuncia¬ 
tion is [a'bjuiz]), balance (two meanings), excessive (use also 
excess. What is corresponding verb?), apparatus, surgery (use 
also surgeon , surgical ), mortgage, spell (two meanings), 
clerical (give the corresponding noun), indiscriminate, credu¬ 
lous (use also credible t incredulous , incredible), lay-out (How 
does this differ from outlay}). 


B 

I. What advantages has the small retailer over his rivals 
the Multiple Shops, Department Stores? What are his dis¬ 
advantages? 

II. Describe the organisation of (i) the Department Store 
and (2) the Multiple Shops. How far are they similar; how 
are they different ? 

Ill* Explain the working of the Mail Order business. Give 
the advantages and the disadvantages of this form of trading. 

IV. Trace the growth and discuss the organisation of the 
Co-operative Society. With what other trading organisation 
would you compare it and contrast it? 

V. Discuss the advantages and disadvantages of the Hire 
Purchase and the Deferred Payment systems. 

VI. Why do you think the ‘Fixed Price’ chain stores have 
grown so rapidly? What special advantages do they offer to 
the general public? 

VII. Discuss the advantages and disadvantages of ‘branded' 
goods in the retail trade. Why do wholesalers often sell goods 
under their own private brands when it is plain that they are 
not the manufacturers? (R.S.A., Stage II). 

VIII. Set out the arguments for and against the acceptance 

of credit by retailers Stage T). 

IX. Discuss means by which a sole trader can effectively 
combat the competition of Multiple Shop, Departmental Store 
and Mail Order com panies (R.S.A., Stage III). 
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X. How far, in your opinion, does the Multiple Shop system 
in retail trade lead to standardisation, simplification and 
specialisation in the details of the business carried on (/CS.SL, 
Stage II). 

XI. What is the difference between a Multiple Shop and a 
Chain Store? 

XII. To what do you attribute the rise and expansion of 
Department Stores in England in recent years? What special 
advantages do such Stores possess from the point of view of 
the general public? (R.S..T, Stage II). 

C 

Write a composition on one of the following subjects: 

(а) The importance of the small tradesman. 

(б) The big Retail Concerns. 

(c) Proprietary Goods. 

(d) The relation between the Retail and the Wholesale Co¬ 

operative Societies. 

(c) Personal service. 

(/) ‘The customer is always right.’ 

(g) Changes of taste and fashions. 


Chapter VI 

FORMS OF BUSINESS ORGANISATION 

Sole Traders, Partnerships, Companies 

We have looked at the types of wholesale and retail busi¬ 
ness; we must now examine their legal and financial form. 
These two aspects, legal and financial, are dosely linked, 
for before a business can start at all capital must be raised. 
The retailer must buy or rent his shop, stock it with goods 
for sale; the manufacturer must buy machinery or raw 
materials and pay his workpeople. How is this capital tobe 
obtained and, once obtained, how is its use to be controlled? 
All capital is, of course, the result of saving, but the amount 
of capital, and the methods of raising it and the maimer of 
its control, will depend on the type of busines organisation. 

The simplest form is the one-man business or Sole 
Trader . Into this the owner has put his own savings to¬ 
gether perhaps with what he can borrow from the bank on 
the strength of some other securities. The sole trader has 
control of his capital with almost complete freedom from 
external interference. So he puts up his sign over his shop 
window, a. hobdeix, and begins business. He runs the 
business himself, and on his capacity, energy and per¬ 
sonality everything depends. If the business prospers he 
gains profits which he has no obligation to share with any¬ 
one, but if it fails everything goes, not only his business, 
but his home and everything he possesses for these posses¬ 
sions can be seized by his creditors in payment of their 
claims. This type of business, because of the owner’s per¬ 
sonal interest in it, tends to be efficient. There will be no 
avoidable waste, 'the Master's eye is everywhere, there is 
no shirking by his foreman or workmen; no divided 
responsibility, no sending half-understood messages back¬ 
ward and forward from one department to another/ 1 It 

x Marshall, Principles of Economics 

92 
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succeeds particularly where the commodities that he sells 
are in regular demand, such as foodstuffs, tobacco, sweets, 
newspapers, and where the market is local and the whims 
of customers are a prime consideration. Here, the sole 
trader, knowing his district and his customers and able to 
make quick decisions without consulting anyone, has an 
advantage over other more impersonal and slower-working 
organisations. These are the reasons for the survival of the 
small dressmaking businesses, the family tailor, the local 
ironmonger and the little confectioner. 

But there are serious disadvantages. His responsibility 
is great, the expansion of his business is, of necessity, 
limited by the financial resources of the owner. Nor is 
there much possibility of specialisation. The proprietor 
must be perhaps his own buyer, sales manager and accoun¬ 
tant all in one. The need for further capital or specialisa¬ 
tion generally leads to the next type of organisation, 
partnership. 

Partnership. Mr. Hobdell who opened shop as a sole 

trader finds that he wants more capital or that he needs 

someone to manage the finances while he concentrates on 

sales and delivery. So he enters into partnership with his 

friend John King and the firm becomes hobdell and 
king. 1 


A partnership may consist of two or more (but not more 
than twenty) persons. 2 The partners raise the capital for 
the business between them either in equal or in agreed 
proportions and they are the firm. They take an active 
share in the management of the business and they share 
the resulting profit—or loss. The relations between the 
partners are regulated either by personal, verbal agree- 


If partners (or sole traders) are carrying on a business under a 

name that is not their true name they must register it with the 

Register of Business Names in London or Edinburgh. The true 

name or names of the owners must be contained in all business 
documents. 


•Except for a banking business where the maximum is io. 
lnese limits were imposed by the Partnership Act 1890. 
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ment or, more frequently, by Articles of Partnership which 
lay down the number of partners and the amount of capital 
to be contributed by each (sometimes the contribution of a 
partner might be only partly or even not at all in the form 
of money, but in the expert knowledge or connections that 
he would bring to the firm). The Articles would further 
state the amount that each partner may draw weekly or 
monthly from the firm, the interest to be paid on capital, 
the purpose and general policy of the firm and the arrange¬ 
ments proposed for settling disputes between partners. 
Provision is made for the preparing of accounts, for the 
length of time that the partnership should last and the 
steps necessary to dissolve it. 

Some of the partners, though they contribute some share 
in the capital, take no active part in the management of 
the business. They are known as sleeping partners as dis¬ 
tinct from the other active partners . But all partners, 
sleeping or active, are equally responsible for all liabilities 
of the firm, irrespective of their share in it. In other 
words, if John King possesses £10,000 and puts £5,000 
of it into his partnership with Hobdell, he is responsible, 
if the firm fails, not only to the extent of the £5,000 that 
he has invested but to’ the full extent of his fortune of 

£ 10,000. 

^ * 

To protect a partner against this risk a limited partner¬ 
ship was created (by the Limited Partnership Act 1907). 
Under this arrangement a limited partner may lose the 
capital that he has put into the business and that is the end 
of his liabilities. But a limited partner cannot take any 
part in the conduct of the business, and in an}' Limited 
Partnership business there must be at least one partner 
with unlimited liability. Consequently this arrangement 
is rarely used in practice because a person who wants to 
safeguard himself against liability bevond his investment 
can do so much better in a Joint Stock Company. 

A Joint Stock Company is an association of people who 
contribute capital to conduct a business and agree to share 
the resulting profits or losses. 
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The Joint Stock Company is not a new thing in English 
trade. The Muscovy Company, whose object was to open 
trade relations with Russia, was formed in 1553, th e East 
India Company, which had the monopoly of British Trade 
in the East Indies and which was the beginning of Britain's 
Indian Empire, got its charter in 1600; the Hudson's Bay 
Company began its trade in furs with the North American 
Indians in 1670, and, in the early eighteenth century, there 
was a mania for company formation culminating in the 
notorious South Sea Company in 1711. But the joint 
Stock Company as we know it was developed mainly at the 
time of the Industrial Revolution with the need for capital 
to exploit the inventions and consequent trade expansion 
of the time. It was to guide this development that the 
various Companies Acts were passed. 

There are three ways in which a Joint Stock Company 
can be set up; 

(1) by Royal Charter as, for example, the Bank of Eng¬ 
land, 1 the Hudson's Bay Company and the East India Com¬ 
pany. 

(2) by special Act of Parliament. In this category come 
the so-called Statutory Companies which are as a rule 
given the monopoly of some public utility service in cer¬ 
tain areas because their nature makes it impracticable or 
inadvisable to have several companies competing in the 
same district, e.g. Railway and Canal Companies, or most 
of the gas, water, and electricity companies. Whilst they 
are granted special privileges and rights, they are, on the 
other hand, subject to restrictions which protect the con¬ 
sumer. For example, if a gas company wants to increase 
the price of gas, it must first reduce its dividends, and it 
can only raise the dividend after having reduced its tariff. 

( 3 ) by registration under the Companies Acts. This is 
by far the most usual way and the great majority of com¬ 
panies are formed by registration. The Companies Acts 
recognize three kinds of registered companies but only one 
of them is of importance: the companies limited by shares, 

1 The Bank of England was nationalised in 1946. 
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i.e. companies in which the liability of each member is 
limited to the face value of his shares. 1 These ramp ants 
may be of two types— 

(a) the private limited company, and 

(b) the public limited company. 

The Private Limited Company consists of from two to 
fifty members (not counting those working in it). As the 
name suggests, a private company is not allowed to appeal 
to the public to take up shares. As a rule, it is exempt 
from sending accounts to the Registrar. A private 
company must, however, send every year a statement to the 
Registrar of Joint Stock Companies certifying that no in¬ 
vitation has been made to the public to subscribe shares or 
debentures. Private companies are often family affairs 
and the capital is raised and the shares are held among.the 
members of the family. The right to transfer these shares 
is restricted; they can be transferred only with the consent 
of the directors of the company. Obviously, this is a 
grave disadvantage for the shareholder in a private 
company. As every share carries one vote he must hold 
at least 51 % of the shares in order to have the majority 
required for the transfer of shares. 1 If he holds less he 
must clearly understand the risk which is implied in this 
restriction; if at any time he wants to dispose of his holding 
he may find to his unpleasant surprise that he is entirely 
dependent on the majority shareholders. This is, of course, 
in marked contrast to the Public Limited Company, a 
leading feature of which is that shares in it can be freely 
transferred on the Stock Exchange or by private negotia¬ 
tion. In 1948 there were 228,140 of these private com¬ 
panies with a capital of £2,071 millions. 

Public Limited Companies, though not so numerous as 

1 In other words, once a shareholder has paid in full for the 
shares that he has subscribed, his liability ends and no farther 
demand can be made on him. 

*51% of the votes are also required for the passing of the 
accounts, the declaration of dividends, the appointment of 
direc tors and the increase of the capital of the company. 



FORMS OF BUSINESS ORGANISATION 97 

private companies (in 1948 there were 12,988 of them in 
England and Scotland), have far more capital mvested in 
them (in 1948 it was almost £4,000,000,000), They 
must have at least seven members, but the shares of big 
companies are often held by many thousands, whilst, as 
we have seen, a private company is limited to fifty. The 
principle of limited liability, of course, applies equally to 
both types. The shareholder in a public company, how¬ 
ever, is in no way restricted in the transfer of his shares, 
all he has to do is to ring up his broker and instruct him 
to sell his shares; the sale is usually effected within a day 
or two on the Stock Exchange. This is obviously a great 
advantage as compared with the restrictions on a member 
of a private company. 

A public company raises its capital by inviting the 
public to take up shares; it issues a prospectus, a copy of 
which has to be sent to the Registrar of Joint Stock Com¬ 
panies. This prospectus is often published in newspapers 
or sent out to people likely to be interested. It will state 
the objects of the company, the amount of capital to be 
raised and the terms on which shares will be issued, a 
description of the property, an estimate of the profits 
expected to be made and, with a company that is already 
in existence and is being converted into a public company, 
the valuation of the assets taken over and a statement of 
the profits made during the last five years. To protect the 
public from fraud there are strict regulations governing 
the issuing of prospectuses in order to ensure that they 
give a full and accurate disclosure of facts. 1 In the case 
of a big concern the work of floating a company is often 
done by a company promoter, i.e. a man who is a specialist 
in this business. 

The Formation of a Company . Before a company, 
public or private, can begin business it must lodge with 
the Registrar of Joint Stock Companies a Memorandum 

1 The directors and other officers of the Company are responsible 
for false statements and can be sued for damages by a shareholder 
who has been misled by the prospectus. 
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of Association. It also lodges at the same time its 
Articles of Association, but it is the former which is the 
really important document, the charter of the company. 

This Memorandum contains five clauses. They state: 

(1) the name of the company (which must not be so 
similar to any other company as to deceive the public), 
ending with the word ‘Limited’, e.g. Hobdell & King 
Limited, 

(2) the country in which the registered office is situated, 

(3) the objects for which the company was formed, 

(4) the fact that the liabilities of the shareholders are 

limited, . ’ ... 

13, the amount of the authorised capital and its division 

into the various types of shares. 

The clause defining the objects of the Company is a very 
important one, for the Company cannot, legally, do any¬ 
thing outside this clause. If, for any urgent reason, it wants 
to go beyond the powers laid down there it can do so only 
by a special resolution. But if i5*/o ^ the shareholders 
object to the alteration it must be confirmed by the Court, 
which, in allowing it, would have regard to the rights and 
interests of creditors, debenture holders and all classes of 
members. Therefore, in the Memorandum the objects of 
the company are often very widely defined in as general 
terms as possible so that future developments, perhaps 
unforeseeable at the time of the formation of the company, 
will not be restricted by the terms of the Memorandum, 
so we see today, for example, that shipping companies 
Sve to apply for an extension of their activities to air 
transport, which had not been (and could not be) foreseen 

when the companies were formed. 

The ^rtules of Association are a contract between 
company and its members. They are rules and relations 
for the internal working of the company and govern such 
things as the voting power of its members, the appoint¬ 
ment and powers of directors, the distribution of the 

profit., e . having been registered, the necessary 
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fees paid, the Registrar having issued the Certificate of 
Incorporation, the company is now in being and, if it is a 
public company, the public are invited, by means of a 
prospectus, to contribute capital. 


Shares and Debentures 


Capital 


In the Memorandum of Association the company had 
stated the amount of its capital. This is called the 
Xominal, Authorised or Registered Capital. But the com¬ 
pany may not need the whole of the Registered Capital at 
once, so only a part will be offered to the public. This is 
the issued capital as compared with the unissued capital . 
The part of the issued capital that is subscribed is called the 
subscribed capital. In the Prospectus the terms state per¬ 
haps, that on a £i share, 2s. 6d. is to be paid when applica¬ 
tion for shares is made 1 and a further 2s. 6d. if the number 
of shares that he applied for are allocated to a buyer. In 
that case only one quarter (i.e. 5s. for each £) of the Nomi¬ 
nal capital has been called up. This is the called-up capital 

of the company; the balance that can still be asked for is 
the uncalled capital. 2 

Finally, when every subscriber has paid the full £ 1 for 
each share the shares are no longer part paid ; they are fully 
paid shares and the liability of the subscriber is ended. 

When the Registrar has received a declaration <i) that 

the shares have been allotted and (2) that the Directors of 

the company have paid for their shares, a Certificate to 

commence business is issued to the company and it can now 
begin its work. 

The working capital of a company is obtained bv the 


The £ 1 shares are, in this instance, sold for i T. In that case 
they are said to be sold at par . If A share is sold for less than A 
it is at a discount: if for more than A, it is at a premium. 

- The amount actually received represents the paid-up capital 

which equals the called-up capital unless some shareholders have 

not paid when called upon. This unpaid portion is known as 
calls in arrear'. 
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issue of shares and debentures, and it is by taking these that 
the public provides the capital for the company. All shares 
have not the same face value. In some companies, for 
example, the shares will be £100; in others there may be 
5s. or even is. shares. The tendency in recent years has 
been to attempt to set as wide an appeal as posable by 
making the units small. 

The various kinds of shares and debentures are designed 
to suit different types of investors. For those whose main 
aim is safety with modest interest there are ‘Gilt-edged’ 1 
securities, debentures, and preference shares. For those 
who are seeking bigger profits, and are willing to shoulder 
the attendant greater risk, there are the ordinary shares. 


Types of Shares 

A. Preference Shares bear a fixed rate of dividend so that 
a holder of, say, 4 per cent. Preference shares is paid his 4 
per cent, from the profits before the other shareholders get 
anything; but, no matter how big the profits are, he will 
not get more than his 4 per cent, and he gets this of course, 
only if the profits are sufficient to cover this dividend, 
unless his shares are Cumulative Preference Shares .* In that 
case, if the profits in one year are not sufficient to pay the 
dividend, the arrears will be paid (if sufficient profits are 
earned) from the profits of later years. 

Participating Preference Shares receive a share of the 
profits as well as the fixed dividend. Preference shares are 
sometimes further divided into ist Preference snd 2n 
SSSce or ‘A’ Preference and ‘B’ Preference, isj 
Preference or ‘A’ Preference get their dividends before 2nd 
Preference or B' Preference, so that in a poor year, thoug 
ist Preference shares might get their dividend, 2nd Pre 
ference or ‘B’ Preference might get nothing at all. 

, Gilt-edged securities are first-class securities such as Govern 

ment and Municipal loans, etc. imhiir-f 

• Preference shares are Cumulative unless the contrary astatet 

ihw redeemable or irredeemable. 
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B. Ordinary Shares . The holders of Ordinary shares 
receive a dividend (if the profits are sufficient) only after 
the holders of Preference shares have received their divi¬ 
dend. On Ordinary shares the rate of dividend is not 
fixed. The return on the capital invested depends on the 
amount of profit made and remaining after the Preference 
dividends have been paid, and the use the Directors think 
ought to be made of this profit. 

C. Deferred Shares. These receive a dividend only after 
the Preference shares have had their fixed dividend and the 
Ordinary shares an agreed percentage. 

D. Founders* Shares. These are issued only in small 
numbers and are for founders of the company or promoters 
in return for services rendered in the floating of the com¬ 
pany. They generally rank after all other shares and get, 
perhaps, no dividend at all during the earlv years of the 
company. 

Debentures 

Debentures are on an entirely different footing from the 
shares previously mentioned. The shareholders are mem¬ 
bers of the company; the holder of a debenture is a creditor 
of the company. He has made a loan to it and the Deben¬ 
ture is the title acknowledging the indebtedness of the 
company for the amount stated and undertaking to pay a 
fixed interest, no matter whether the company has made a 
profit or not. If no profits have been made then the in¬ 
terest on Debentures must be paid out of capital. In 
many cases the Debentures are secured by a mortgage on all 
or specified assets of the company (Mortgage Debentures). 
In every case Debentures rank before all classes of shares, 
both for interest and for repayment if the company goes 
bankrupt or is wound up. In the case of Redeemable 
Debentures a definite date for repayment is fixed, or the 
company is entitled to repay on or after a given date. 
Sometimes a loan may not be repayable so long as the com- 
pany is in existence. Debentures on which repayment is 
specifically excluded are called Irredeemable Debentures. 
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EXERCISES 

A 

I* ^ wd Study. Explain and use in sentences the following 
words and phrases: 

Legal (give the negative and the corresponding nouns), 
capital (three meanings), stock (as verb and noun. Use also 
stock-taking, stock-size, in stock, Stock Exchange, stock-broker 
raise (how does this differ from rise and rays?), securities (use 
also secure, security (abstract noun)), sole (three meanings. Use 
also solitary, solitude), capacity (use also capable, incapable), 
personality (use also person , personal, impersonal) , prosper 
(give the corresponding adjective and noun), avoidable, shirk 
(not shirt), foreman (use also foreground, forehead, foresight, 
foreword), commodity, decision (give the corresponding verb and 
adjective), ironmonger (give the name of another tradesman 
ending in -monger) , specialisation (use also specialise , speciality, 
specialist, specially), firm (two meanings), verbal, dispute, dis¬ 
solve (use also solve, solution, resolve, resolution, revolve, revolu¬ 
tion), liability, limited, safeguard, culminate, notorious (how 
does this differ from noted?), statute (compare with statue, 
stature and status), certify (use also certificate [sa'tifikit], nego¬ 
tiate, fraud, mislead, lodge (use also lodger, lodgings), foresee 
(use also foretell, forecast, a foregone conclusion, foreshadow), 
regular (use also regulate, regulation, irregular), prospectus (com¬ 
pare with prospect and prospective), unit (compare unite), 
modest, arrears, loan (what is the corresponding verb?), wound 
[waund] (compare wound [wu:nd]), redeem (use also re¬ 
demption and irredeemable). 

II. Use each of the following phrases, from the pages that 
you have just read, in sentences so as to bring out theii 
meaning: 

‘On the strength of, ‘tends to be 1 , ‘in payment of’, ‘divided 
responsibility*, ‘in regular demand*, ‘of necessity*, ‘financial 
resources*, ‘in the form of, ‘to make provision for*, ‘to the 
extent of*, ‘subject to*, ‘face value’, ‘in full*, ‘in marked con 
trast*, ‘the principle applies*, ‘to shoulder a risk*, ‘in additior 
to’, ‘no matter whether*. 
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III. Turn the following sentences from active voice to 
passive voice: 

(1) The manufacturer buys machinery and pays his work¬ 
people. 

(2) He puts up his sign over the shop window and begins 
business. 

(3) Mr. Hobdell runs the business himself. 

(4) He sells commodities that are in ready demand. 

(5) The partners raise the capital for the business. 

(6) The partners take an active share in the management 
of the business. 

(7) The Articles of Partnership lay down the number of 
partners. 

(8) A partner might bring expert knowledge. 

(9) The Articles state the amount of money that each 
partner may draw. 

(10) Sleeping Partners take no active part in the manage¬ 
ment of the business. 

(n) The Hudson's Bay Company began its trade in furs in 
1670. 

(12) Before increasing its dividends the gas com pan v must 

reduce the price of gas. y 

(13) Members of the family raise the capital and hold the 
shares. 

one* 5 ) ThCy afe converting the P rivat e company into a public 


(^ 4 ) Investors can easily transfer shares on the Stc 
Exchange. 


(16) The terms of the Memorandum will not restrict future 
development. 


pa?4p?cSt enCe SharCS ^ a fiXCd ratC ° f dividend and 

(18) They will pay arrears from the profits of later years, 
on^bef Jre Cy ^ the dividend now ; the y had not paid 


(20) The directors have paid for their shares. 
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B 

(1) What advantages and what disadvantages has the sole 
trader over other forms of business organisation? 

(2) In what way is a sole trader likely to find, as his business 
expands, that its development is hindered? How can he over¬ 
come these difficulties by fanning a partnership? What advice 
would you give him to guide his choice between an ordinary 
and a limited partnership? 

(3) What is the difference between a partnership and a 
private company? 

(4) Explain the terms (a) sleeping partner, (ft) limited 
partner, and (c) company promoter, 

(5) How are the relations between partners regulated? 

(6) What is a Joint Stock Company ? 

(7) Why are so many businesses now run as (a) partner¬ 
ships, (b) limited companies? 

(8) How can a Joint Stock Company be set up? 

(9) Point out clearly the difference between a Private 
limited Liability Company and a Public one. 

(10) What is usually contained in the Prospectus of a 
limited liability company? 

(11) What are (a) the Memorandum of Association, (ft) the 
Articles of Association of a Joint Stock Company? 

(12) Write a short essay on the Pitfalls of Partnership 
{R.S.A.* Stage III). 

(13) X , Y, Z are in partnership and possess a successful 
, business. They consider taking A into the firm and ask yom 

advice as to the desirability of turning the business into a 
private limited company. Write your reply and give youi 
reasons for your decision (R.S.A., Stage III). 

(14) Distinguish between a limited partner and a genera 
partner and discuss the points of likeness and of differeno 
between a limited partnership and a limited company (R.SA, 
Stage III). 

(15) Contrast, as regards the financial organisation, businesse 
conducted as (a) private limited companies, (ft) partnerships 
(c) sole traders (R.S.A., Stage III). 

(16) Explain the terms (a) Preference shares, (ft) Ordinar 
shares, (c) Debentures, (d) Deferred shares, (c) Founder 
shares. 
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(17) What are (a) Cumulative Preference shares and ( b ) Par¬ 
ticipating Preference shares? 

(iS) How do Redeemable Debentures differ from Irredeem¬ 
able Debentures? 

(19) Explain the terms (a) Registered Capital, (b) Issued 
Capital, (c) Called-up Capital, (<f) fully paid Capital, (&*) calls 
in arrears. 

(20) Explain the terms ‘at par', ‘at a premium*, ‘at a dis¬ 
count*. 

(21) How does the position of a debenture holder in a com¬ 
pany differ from the position of a preference or ordinary 
shareholder? (R.S.A, Stage III). 

(22) What is a partnership? What advantages has this 
form of organisation? Is it likely to be a suitable form of 
organisation for (a) a very large steel works, (b) an 
accountant’s business? Give reasons for your opinion. 

(L.C.C.) 

(23) “ Capital is used to make labour more productive.” 

“ The capital of a business concern is the difference 

between its assets and its liabilities.” 

Explain more fully what is meant by " Capital ” as used 
in each of the above statements. (L.C.C.) 
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Miscellaneous Circular Letters 


Ret irement of a Partner 


Sampson. Pe l ers and Sons 

Sampton Street. Nottingham 

Nod. 19—. 

Dear Sir, 

You will, no doubt, be sorry to hear that Mr. 
Sampson, our senior partner, is retiring from business 
owing to ill health. Mr. Sampson was one of the 
founders of the business and we regret the loss of his 
ability and experience, but the business will be con¬ 
tinued on exactly the same lines as before and under 
its present name by the remaining partners. 

We thank you for the confidence shown in us 
during the many years that we have done business 
together and you may rely in the future on the same 
prompt and careful attention that has been given to 
your orders in the past 

Yours faithfully, 

Sampson, Peters and Sons. 


Partner Admitted 


CRAWLEY 8c STROUD 

SAOCV/UB STREET *••• TAUNTON 

4 th Aug. 19—. 

Dear Sirs, 

Will you kindly note that from 1st Sep* 
tember, 1946, we are taking into partnership Mr. 
Henry Matthews, who has been our chief buyer for 
the last ten years. Mr Matthews wOl continue Ids 
work as buyer for the firm and will call to see you in 
the near future. We are confident that under this 
I new arrangement Mr Matthews will do all he can to 
continue toe pleasant relations we have always had 
with you* 

We are. Sirs. 

Yours faithfully, 

Crawley and Stroud. 
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Beginning a New Business 


PROVISION 

MERCHANT 

QUEENS ROAO 
COBHAM. SURREY 


12//1 Oct . 19— 

Dear Sir, 

After being General Manager for Messrs. Webb 
and Blair, Ltd., for 10 years, I have decided to begin 
business as a provision merchant on my own account. 

My new premises are conveniently situated less 
than a minute from the Town Hall and the main 
Bus-stop. Up-to-date equipment and a modern 
refrigerator plant guarantee storage under hygienic 
conditions. A well trained and courteous staff 
under my personal supervision will try to make 
shopping as pleasant and easy for you as possible. 

Two vans will ensure an efficient and punctual 
service; orders given by telephone before 11 a.m. 
will be delivered the same day. 

I am in touch with the firms whose goods are of the 
best quality at the most reasonable prices, and you 
may be quite confident that any orders that you 
entrust to me will be carried out carefully, promptly 
and at the lowest possible prices. 

Hoping to have the privilege of receiving your 
orders, 

I remain. 

Yours faithfully, 

L. King. 
















Chapter VII 


THE CONTROL AND ORGANISATION OF 

BUSINESS 

Directors, Secretary, Manager, Buyer, Sales Manager 

‘There is a golden rule of Capitalism: Where the risk lies 
there lies the control also .' 1 In the case of the one-man 
business or the partnership the truth of this statement is 
apparent; the proprietor in the one case and the partners 
in the other undoubtedly own and control their busi¬ 
nesses. But there must be some qualification in the case 
of the joint-stock company. The shareholders, as sub¬ 
scribers of the capital, 'own' the company, but obviously 
where there are thousands of shareholders* scattered over 
the whole country or even the whole world they cannot 
take an active part in the control of a business about which 
the vast majority knows nothing at all. We must remem¬ 
ber, too, that a shareholder perhaps holds his shares only 
for a short time and sells them when he thinks the moment 
is opportune or the price favourable. The shareholder's 
part, therefore, in the affairs of the company is necessarily 
limited to his attendance at the Annual General Meeting 

1 D. H. Robertson, The Control of Industry. 

* A good illustration of this is shown in the following extract 
from the report of the Directors by Mr. Stanley Christopherson, 
Chairman of the Midland Bank (1945). 

‘The profits available for distribution are spread over a wide 
range of ownership. In this bank we have about 7S,ooo share¬ 
holders, many of them, such as those acting as trustees, represent¬ 
ing more than one individual; the average holding of paid-up 
capital thus works out at about £195 and the average annual 
dividend received at £31 less tax. Over 40,000 of the share¬ 
holders own less than £100 of paid-up capital each; three out of 
every four own £200 of paid-up capital or less; and fewer than 
2,000 of them or about one in forty hold more than £1.000 each/ 

108 
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at which every shareholder has a vote according to his 
holding of shares. Shareholders who are unable to attend 
the meeting can vote ‘by proxy*, i.e. they can authorise 
another person to vote for them. 1 Since, then, the share¬ 
holders cannot effectively control the business, the con¬ 
trol is delegated to a ‘Board* of Directors whom they 
elect. 

The Directors . It is the function of the directors to 
supervise the activities of the company, to act as agents 
for the shareholders, to be the trustees of the money in¬ 
vested in the company and to serve the interests of the 
shareholders to the best of their ability. For this they 
receive a fee or salary which is not dependent on the suc¬ 
cess or failure of the business. They are, however, liable 
to the shareholders for negligence or fraud. 

Normally, a director will be a shareholder, and it is usual 
for the biggest shareholders to be represented on the 
‘board*; in most Articles of Association it is stipulated 
that a director has to hold a certain minimum of shares. 
(If this condition is not fulfilled the London Stock Ex¬ 
change would refuse dealings in the shares.) One of the 
first duties of the directors of a newly formed public com¬ 
pany is to hold a Statutory Meeting of the members which 
has to take place within three months after the Certifi¬ 
cate to commence business has been issued. At this meet¬ 
ing questions of finance are discussed and explained and 
the general policy of the new company is outlined; the 
directors are introduced and the auditors who have been 
chosen by the directors are presented. No such meeting 

however, is required by law in the case of a private 
company. r 
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Balance Sheet and Profit and Loss Account 1 for the year 
certified by the auditors, are given to the shareholders with 
comments and explanations and, if the results justify it a 
dividend is declared. The directors and auditors, who in 
accordance with the Articles, have to retire at regular 
intervals, are either re-elected or new ones are chosen in 
their place. A company, unless exempt, has to send a copy 
of the Balance Sheet to the Registrar of Joint Stock Com¬ 
panies and its Annual Report is published in the Press and 
a copy of both is posted to each shareholder; this is neces¬ 
sary because a great number of shareholders do not attend 
the meeting. 

Situations can arise when the directors may feel that 
certain decisions are either outside their powers or are 
of such a nature that the directors want to be assured 
of the backing of the majority of the members. In such 
a case they would call an Extraordinary Meeting 2 and 
put the matter before the members. Conversely, share¬ 
holders may disagree with the board’s policy, and if a 
member or a group of members representing io per cent, 
of the votes demands a meeting the directors have to 
call it within three weeks. Shareholders holding 50 per 

cent, of the voting shares can call a meeting them¬ 
selves. 

The Board of Directors, presided over by a Chairman, 
determine at their regular meetings the general policy of 
the firm and they nominate one of their number to act as 
Managing Director and be responsible to the Board for the 
execution of their decisions. His main function is to 
consult his fellow directors on all matters of any impor¬ 
tance, to report to them periodically on the affairs of the 
company and to carry out their directions. In some cases 
he is in charge of the staff and is responsible for their work, 
but with the present-day increase in size of units and the 
enormous complications of organisation that have grown 
up, it is impossible for a Managing Director to do all this, 

1 See page 207 (Balance Sheet and Report). 

1 Extraordinary here=in addition to the ordinary Meeting. 
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and some of these duties are put into the hands of the 
General Manager and of the Secretary. 

The outstanding characteristic of modem business is the 
specialisation of work into departments. 

These can be divided roughly into two categories, one 
that is concerned with the clerical side of the business* and 
the other that handles the merchandise. Each department 
is responsible for a special, clearly defined job. There 
is one department for purchases, another for sales. 
Books and records are kept in the ledger or accounts 
department, letters are typed in the correspondence 
department, and a specially trained staff equipped 
with complicated machines makes out the invoices. 
The goods themselves are handled in the warehouse, 
which is also responsible for proper storage, stock 
control and despatch. The organisation may vary, 
of course, according to the type of business, but with 
all businesses the basic principle is the same. Each 
department has its own staff under a head who is 
responsible to the General Manager for the work of 
the department. The General Manager’s duty is to 
supervise the various departments, to eliminate where 
possible all causes for friction, to avoid the dangerous 
development into watertight compartments, and to facili¬ 
tate their smooth-working co-operation. 

The General Manager . It will be readily seen that 
the responsibility of the Manager is enormous; he re¬ 
presents the executive of the firm. So great is the 
influence and importance of the Manager that it has 
been said that the Capitalist Era of the nineteenth 
century has been followed by the Managerial Era of the 
twentieth century. 

The duties of the General Manager are almost innumer¬ 
able. It goes without saying that he must know the 
trade and the business down to its minutest details, he 
must have energy and drive, but this must be allied with 
personal tact in his dealings with the staff under his con¬ 
trol, or in the negotiations he carries out on behalf of the 
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finn. He must have organising ability, experience in 
modem marketing and advertising, knowledge of the law, 
of tariffs and of the complications of Income Tax and 
other Taxes, etc. 

It is clear that men who combine all these quali¬ 
ties are highly sought for and that the post of General 
Manager in a big company carries a very high salary. 
On his efficiency depends to a very great extent the 
success of the firm. 

The General Manager communicates the decisions of the 
directors to the heads of the various departments, and at 
frequent intervals holds meetings with them where he dis¬ 
cusses questions and difficulties that have arisen, listens 
to suggestions and new ideas, gives directions and en¬ 
sures in every possible way the smooth co-operation be¬ 
tween the departments. 

He is responsible for the selection and engaging of 

the staff, though in firms with many employees this 

job is delegated to a special Staff Manager. The 

General Mananger has to supervise the staff, watch 

them in their work, listen to their complaints and 

grievances, and settle disputes. But though he has to 

know every detail of the firm’s business, he must be 

master, too, of the difficult art of delegating work of 

lesser importance to others. To help him in this he has 

an Assistant Manager who understudies him and is 

ready to act for him if necessary, and to take all 

secondary jobs from the shoulders of the much harassed 

General Manager, and it is the Assistant Manager 

of to-day who, if he proves his worth in the hard 

school of practical experience, is often the General 
Manager of tomorrow. 

The Company Secretary. Under the Companies Acts 
every company must have a Secretary and we will briefly 
consider some of his important duties. 

We have seen that the Directors conduct the affairs of 
the company through regular board meetings and general 
meetings. Obviously, it is essential that the business at 




114 A COMMERCIAL COURSE FOR FOREIGN STUDENTS 

these meetings is transacted in an efficient and orderly 
manner. For this purpose the Secretary in co-operation 
with the Managing Director prepares the Agenda (i.e. a list 
of the items to be discussed) and a copy of it is sent out 
with the notice calling the meeting. The proceedings of 
the meeting and the resolutions passed are written up by 
the Secretary in a concise record, the Minutes , and entered 
into the Minute Book of the company. These minutes are 
read and approved at the next meeting and then signed 
by the Chairman. 

It is again the responsibility of the Secretary to see that 
the numerous provisions and regulations of the Companies 
Acts are carried out; negligence may make him liable to 
fines. For example, the company has to keep a Register 
of Directors and Secretaries, of the shareholders and their 
shares, and of any charges like debentures. The Acts 
specify further certain documents and returns which must 
be filed with the Registrar of Companies and all these 
duties are delegated by the Directors to the Secretary. 

The considerable amount of work connected with the 
issue or transfer of shares and the payment of dividends 
and interest is done in the Secretary’s office and it can be 
seen that he is one of the chief officials of the company. 

The Buyer and the Sales Manager . The success of every 
business depends fundamentally on two factors: (a) buying 
the right goods at the right price and the right time and 
(6) having an efficient sales organisation to sell those 
goods. These two factors are to a very great extent inter¬ 
locked, for although it is sometimes said that the right 
goods sell themselves, it would be an unwise business man 
who relied on such a dangerous theory. On the other 
hand, even the most efficient sales organisation is handi¬ 
capped if the goods that the firm offers for sale are not the 
type that the customer wants or are more expensive than 
similar goods offered by other firms. It is dear, then, 
that the position of the person responsible for the purchases 
of the firm is one of paramount importance. In a retail 
or a w holesale firm of small or medium size the owner will. 
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firm. He must have organising ability, experience in 
modern marketing and advertising, knowledge of the law, 

of tariffs and of the complications of Income Tax and 
other Taxes, etc. 

It is clear that men who combine all these quali¬ 
ties are highly sought for and that the post of General 
Manager in a big company carries a very high salary. 

On his efficiency depends to a very great extent the 
success of the firm. 

The General Manager communicates the decisions of the 
directors to the heads of the various departments, and at 
frequent intervals holds meetings with them where he dis¬ 
cusses questions and difficulties that have arisen, listens 
to suggestions and new ideas, gives directions and en¬ 
sures in every possible way the smooth co-operation lie- 
tween the departments. 

He is responsible for the selection and engaging ol 

the staff, though in firms with many employees this 

job is delegated to a special Staff Manager. The 

General Mananger has to supervise the staff, watch 

them in their work, listen to their complaints and 

grievances, and settle disputes. But though he has to 

know every detail of the firm’s business, he must be 

master, too, of the difficult art of delegating work of 

lesser importance to others. To help him in this he has 

an Assistant Manager who understudies him and is 

ready to act for him if necessary, and to take all 

secondary jobs from the shoulders of the much harassed 

General Manager, and it is the Assistant Manager 

of to-day who, if he proves his worth in the hard 

school of practical experience, is often the General 
Manager of tomorrow. 

The Company Secretary . Under the Companies Acts 
every company must have a Secretary and we will briefly 
consider some of his important duties. 

We have seen that the Directors conduct the affairs of 
the company through regular board meetings and general 
meetings. Obviously, it is essential that the business at 
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in favour of decisions which might be to the detriment 
of the firm. 

If the buyer is responsible for the buying of the goods, 
the responsibility for selling them lies with the Sales 
Department and especially with the Sales Manager. 
His methods and the organisation he uses for the 
promotion of sales will differ according to the type of 
business he conducts (retail or wholesale) and even of 
the goods he has to sell. In a retail business a staff 
of shop assistants is organised under the heads of the 
various departments, who in turn are responsible to the 
Sales Manager. His first duty is to see that the cus¬ 
tomers get the best possible service, that their orders are 
carefully and punctually executed, that letters and 
enquiries are promptly answered, that the offers sent 
out contain the type of goods wanted, and that grievances 
and complaints are settled to the satisfaction of both 
parties. He is responsible for annotating orders, for 
watching the credit limits and in many cases even for the 
collection of the account through the travellers who work 
under him. In a retail firm where every customer is 
served personally, the contact is, by the nature of things, 
closer, and so it is of the utmost importance to have a 
courteous well-trained staff with a thorough knowledge of 
the goods that they sell. So there are often special in¬ 
structions or courses given to the staff by heads of depart¬ 
ments, business experts or Sales Managers. In a whole¬ 
sale business the personal call of a customer at the ware¬ 
house is the exception rather than the rule; the contact 
here is maintained chiefly by the travellers of the firm who 
call at the customers premises at regular intervals. The 
customers are usually notified in advance by a letter in¬ 
forming them of the date on which the traveller will call 
and asking them to reserve their orders until then. 
Travellers are under the direct control of the Sales Manager 
and all their orders and reports go through him. A travel¬ 
ler is the visiting-card of the firm and in his appearance, 
training, experience and knowledge lies the key to his sue- 
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cess. Apart from a good general education he must have 
an intimate knowledge of the often considerable range of 
goods that the firm has to offer, and he must be able to 
advise the customer in his purchases. The art of a good 
traveller consists in selling to his customer not more but 
not less than he needs of the type and quality of the goods 
he wants for his business. Nothing is more likely to lead 
to the loss of a customer than to sell him more goods than 
he needs or the wrong articles. In most cases the Sales 
Manager has been a traveller himself and will be able to 
advise his travellers on the special wishes and require¬ 
ments of the customer. The Sales Manager should try by 
occasional visits to maintain a personal contact with the 
principal customers. He will be kept fully informed 
about the movements and the work of the travellers by the 
daily reports he receives from them, giving him details 
of the places and the customers visited, the orders 
received, the failure to get orders (and the reasons), any 

special wishes of the customers, new articles offered bv 
other firms, etc. y 


On the wall of his room hangs as a rule a large- 
scale wall-map showing the area for which he is re¬ 
sponsible. On this map the districts of the various 
travellers are clearly marked by coloured lines, and 
pms of different colours and sizes give information about 
customers, sales-advertising campaigns or any other points 

of interest that he wants to keep constantly before his 
eyes. 


At regular intervals the Sales Manager will call a meeting 
of all his travellers. On such occasions questions of general 
interest are discussed, difficulties which the travellers 
have experienced ‘qn the road’ are examined and sugges¬ 
tions to overcome them are made. The Sales Manager 
gives an outline of the policy of the firm, points out lines 
of particular mterest or slow-selling articles on which he 
wants them to concentrate. In the co-operation between 

metit^d ^ team ll6S the key to the success of his depart- 
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ORAL EXERCISES AND WRITTEN EXERCISES 

ORAL EXERCISES 

L (i) Why cannot the shareholders control a public limited 
liability company? 

(2) What is meant by ‘votes by proxy'? 

(3) How is the Board of Directors chosen? 

(4) Why is it necessary for a Director to hold a certain 
number of shares in the company? 

(5) By what date must the Statutory Meeting of a public 

liability company be held? F 

(6) What business is done at this Meeting? 

(7) When is an ‘Extraordinary’ Meeting called? 

(8) Who nominates the Managing Director? 

(9) What is his main work? 

(io) What is, perhaps, the outstanding characteristic of 
modern business? 

(n) What are the two categories into which business depart¬ 
ments can be roughly divided? 

(12) Who ‘understudies’ the General Manager? 

(13) What are the factors that govern the amount of lati¬ 
tude a Buyer may have in his purchases? 

(14) How does a wholesale firm keep contact with its cus¬ 
tomers? 

(15) Who is in control of a firm’s travellers? 

{16) What qualities ought a good traveller to have? 

(17) What is a minute book? 


WRITTEN EXERCISES 

II. What is the work and what are the obligations of the 
Directors? 

III. What is the work of the General Manager? What ought 
to be his qualifications for such a post? 

IV. What are the duties of a Buyer? What qualifications 
are desirable in his case? 

V. Describe the work of a Sales Manager. What qualities 
would you look for in a first-class Sales Manager? 

VI. What are the duties of a Company Secretary? 
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Advertising 

Apart from the personal contacts, most firms, both 
wholesale and retail, try to increase their sales by adver¬ 
tisements of some kind or other, e.g. by window display, 
circular letters or catalogues, by newspaper advertise¬ 
ments or by outdoor publicity. For the retailer the most 
natural and effective method is by window display, and 
we all know from personal experience how a well-dressed 
window attracts our attention and often leads to a pur¬ 
chase. Though some firms have within recent years made 
striking progress in the art of window dressing and can 
show windows which bear comparison with anythin" 
shown in Paris, New York or Buenos Aires, there are 
still very many, even in the most elegant streets in London, 
where little attempt has been made to master this art! 
and where the haphazard overcrowding without design 
or taste moves the foreign visitor to a contemptuously 
tolerant smile. In the matter of window display manu¬ 
facturers or wholesalers will often co-operate with the re¬ 
tailer by supplying him with show cards or other materials 
for making a special display of their particular goods. 

Advertising by means of circular letters, prospectuses 
and catalogues is practised by wholesalers to some extent 
but this method is more commonly used by retailers' 
Though it is fairly costly it can, if used judiciously, be 
directed less blindly than newspaper advertising. For 
example, if the goods advertised are not such as would 
normally be bought by poorer people, the circulars can 
be addressed only to people above a certain income 
level, or, if the goods are of a type likely to be of interest 
to, say doctors or engineers the directories of these profes- 
sums will suggest the addresses to which letters can be sent 
1 he widest appeal is, of course, through the newspapers 
and by posters. 2 The retailer will use the local newspaper, 

thlt T the S ySve b i Udged by rateable Value ° f the hous « 

8 See pages 120 and 121. 
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the manufacturer of a proprietary article win use the big 
national papers. The cost of advertising in these popular 
papers is heavy 1 (when some of the daily papers with a 
big circulation—two to three million copies daily—used to 
take full-page advertisements on the front pages the cost 
was about /i,ooo for one issue) but, considering the num¬ 
ber of people reached, it is less costly than postal advertis¬ 
ing. In many of these posters and advertisements, design 
and salesmanship have reached a high standard, as may be 
gathered from the illustrations on pages 120—x, though we 
could gladly do without many of the posters and signs that 
frequently disfigure not only the town but even the beauty- 
spots of the countryside. 

In addition to the national and local papers there are 
trade papers (covering practically every trade) which are 
used as advertising media chiefly by wholesalers and 
manufacturers. 

There are other methods of publicity, e.g. sky writing 
and the illuminated signs that brighten (or, accord¬ 
ing to your taste, make hideous) Piccadilly Circus and 
Leicester Square. One medium, however, very exten¬ 
sively used in America and other countries, viz. the radio, 
is not used for advertising in England. Whether it ever 
will be remains to be seen. 

In big firms the field of propaganda and advertise¬ 
ments is too wide and too important to be covered by the 
Sales Manager in the little time his many duties leave him. 
For that reason an Advertising Manager is put in charge of 
this work. Though he gets his general instructions from 
the Sales Manager he is free to decide what ways and means 
he wants to use. 




the ‘On Sale or Return’ system and the ‘Bargain Sale'. By 
the first of these methods some wholesale firms, anxious to 

1 About £35 million is spent annually in advertising in the news¬ 
papers according to recent statistics. The most advertised 
articles are patent medicines, toilet preparations, soap, proprietary 
foods, beer and cigarettes. 
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get sales at all costs, especially when business is slack, 
will sell goods to the retailer on the understanding that 
he is allowed to return them if he cannot sell them. 
It will readily be seen that these ‘sales’ are not really 
sales. 

The method has, of course, definite advantages for the 
retailer, who can fill his shelves with goods without risk or 
investment of capital as he only pays for them if and when 
he has sold them, but it holds a very real danger for the seller, 
who loses all control over his stock (for the goods out ‘On 
Sale or Return’ are still his stock), and when prices fall or 
demand decreases he has to take back goods, often shop- 
soiled and out of fashion which are impossible to sell 
Some trade organisations forbid their members ‘On Sale or 
Return’ transactions altogether, and even if it is allowed a 
good Sales Manager should 
try to keep up his sales with¬ 
out this artificial stimulus or, 
if that is not possible, to re¬ 
duce it to the barest minimum. 

‘Bargain Sales’ are held two 
or three times a year by the 
big retail houses. They were 
intended originally to clear 
stocks which would otherwise 
be out of fashion in the next 
season but now they are a 
regular feature in the organis¬ 
ation of most departments 
and at them goods are sold, 
often at really cheap prices, to 
huge crowds of shoppers who, 

attracted by skilful advert is- “r may have been in the Commandos , darling 

ing, swarm round the bargain %,?* ** ^Z^Z^Z* 

counters with the ‘sales fever’ in their blood and the light 
of battle in their eyes. 
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A dvertising Circular Letter 


HARRODS 


HAJ1ROO* - ITD 


KNIGHTSBRIDGE 
LONDON SW1 

Imiepfanm Stoanm 1234 JeUynms Harrodx Lvndom? 

21th November, 19 


Dear Madam, 

At the present time we understand that many of 
our customers are finding an attractive woollen dress very 
useful either for afternoon or evening wear 

We have prepared a selection of delightful new models 

which we can copy in your particular size in our own work- 

rooms at moderate prices. We should like to show you 

this range, as we feel that it would be of great interest to 
you. 

When you are doing your Christmas shopping we 

should be glad if you could spare a few minutes to see these 
dresses. 

Yours faithfully. 

Dress Department. 


Statistical Department 


In their often difficult decisions about their policy the 
Buyer and the Sales Manager are greatly assisted by the 
information they can get from a Statistical Department. 
It has been said that anything can be proved by statistics, 
and there is no doubt that they are sometimes misunder¬ 
stood or misinterpreted but, if used properly, they can be of 
very great benefit. 

Sales are classified according to departments, or articles, 
or districts or any category that may be of interest. 
Stocks and Purchases are analysed in a similar way. 
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"overheads” are split up and allocated to the various 
departments. The results are compared with the corre¬ 
sponding figures of previous years. The purpose is, of 
course, to give the management all the essential facts in 
the most concise form, to show the increase or decrease 
in sales and their relation to stocks and purchases, the 
movement of the overhead expenses compared with the 
turnover, the movement of the prices of essential raw 
materials and a host of other things. These not only 
enlighten the management on the present state of the 
firm s affairs but, at the same time, show the trend things 
are taking and thus enable the executive to make a fairly 
accurate forecast and to shape their policv accordingly. 
The danger is that if this information is compiled into 
columns of figures only, it is often so dry and bewildering 
that it becomes more confusing than instructive. A far 
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clearer picture can, however, be obtained by translating 
these figures into diagrams or graphs, of which we distin¬ 
guish three main types: 

(a) Circle or ‘Pie’ Charts; (6) Bar Diagrams; (c) Line 
Charts. 1 

Circle charts can be used to show the parts (or components) 
that make up a given total. This is done by dividing the 
circle into segments. Different colours can be used to 
make the chart more vivid and distinctive. On the whole, 
however, this type is not so useful as the other two, its 
main disadvantages being, first, that one cannot easily 
label the segments; secondly, that it cannot be used for 
comparisons—one of the main functions of graphs. 

The next type, the Bar Diagram, is much more suitable. 
As can be seen from the example here, it shows at a glance 
the movement, for example, of the Home and of the 



1 There is another type of pictorial statistics, the Isotype. This, 
however, is not, as a rule, used by commercial firms. 
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Foreign sales and the total sales of these two branches over 
a period of twelve months. 

The third, and most useful form of all, is the Line 
Chart. By joining with a line given points which repre¬ 
sent figures or values we can see clearly and instantly any 
upward or downward movement. The time factor is 
shown on the bottom line and can be given in days, 
weeks, months or years; the figures on the side line are 
divided as required for the information it is intended to 
give. The figures may relate to thousands or tens of 
thousands of pounds, to weights, to measures, to hours, or 
to percentages. The great advantage of the Line Chart is 
that it allows of several lines being compared in one dia¬ 
gram by using different colours or types of lines. In this 
way Sales, Purchases and Stocks can be shown in one 
chart, or the figures of several years can be demonstrated 
simultaneously. It is not advisable, however, to try to 
crowd too much information into one diagram because' 

this may confuse the picture and thus defeat the verv 
purpose of the graph. 


EXERCISES 


I. Word Study. Explain and use each of the following: 
Apparent, opportune (use also opportunity), delegate (noun 
v«b) wperyise. trUStee < use a,so irusl - «dr«s/, distrust 
trustworthy) negligence (use also neglect, neglectful, negligent), 
fraud backing, conversely, clerical, friction (compare with 
Jiction), watertight (also airtight), executive (use also execute, 
execution each with two meanings and executioner with one 
meaning), era, minute (two pronunciations, each with a differ- 

fwLT- an + n g) ' l aXeS (h ° w d . oes this differ fr om taxis?), sought 

b rief and grieve), understudy, interlock (use also interchange 
terjechon, international, interview), paramount, compre- 
. t e a n /^T e (compare comprehend, comprehension), alternative, 

f'cenalaizl ^anaf^'t^V ana E'sis (use also analyse 

l anslaiz], analyst [ aenahst], analytical [ama'litikal]), rigid 
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(noun rigidity [ri'djiditi]), accumulation (verb accumulate ), 
integrity, detriment (adjective detrimental) public (and 
publicity. Compare the pronunciations ['pablik] and [pab'- 
lisiti]), haphazard, circular (two meanings. Use also circle y 
encircle ), judicious, directory (use also direct , directly , director ), 
poster (compare postal ), disfigure, media (give the singular), 
hideous, propaganda, shop-soiled (use also soil ), bewilder, 
boom (what is the opposite?), campaign, havoc, gross (what is 
a gross ?), net (two meanings). 



I. (i) How would you get the names and addresses of people 
in a certain district of London to whom you wanted to send a 
circular letter? 

(2) What are ‘bargain sales*? 

( 3 ) What is an ‘On Sale or Return* transaction? 

(4) Give examples of the use of graphs. 

(5) Discuss and compare the various types of charts and 
diagrams. Which, in your opinion, is the most useful? 

II. What are the usual methods of advertising? Discuss 
briefly the advantages and disadvantages of each. 

III. Discuss the merits and drawbacks of (a) On Sale or 
Return transactions, (6) bargain sales. 

IV. Describe the work of the Statistical Department. 

V. Draw graphs or diagrams based on the following statistics: 


(a) Stock Control of a Wholesaler 

in £1,000 


Year 

Purchases 

Sales 

1942 

1430 

1,684 

1943 

1,648 

2,043 

1944 

1.592 

1,849 

1945 

1,264 

I .436 

1946 

862 

1,047 

1947 

928 

1,369 

1948 

1,046 

1.597 

1949 

1,169 

1.419 

1950 

1951 

1,769 

1.349 

1,694 

1,948 


Stocks 

536 

416 

489 

562 

617 

428 

376 

402 

768 

462 
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(6) Overhead Expenses for 3 Years 


Month 

1942 

1943 

1 944 


i 

£ 

£ 

Jan. 

6,346 

8,201 

9,461 

Feb. 

8,128 

7,098 

10,213 

March 

7,849 

7,576 

8,778 

Apr. 

9,786 

8,312 

9,394 

May 

9,187 

6,874 

8,416 

June 

7.79 2 

7,468 

8,212 

July 

8,873 

9,827 

9.366 

Aug. 

8,451 

10,613 

9.582 

Sept. 

10,283 

9,807 

9,296 

Oct. 

II,l69 

7.6i3 

8,519 

Nov. 

9,602 

8,511 

io,337 

Dec. 

7-214 

8,636 

9,442 


(c) Traffic Returns of a Railway Company 


Year 

Total Receipts 

Working Expenses 

Profit 


£ 

£ 

£ 

1936 

304,660 

224,083 

80,577 

1937 

331,952 

234.659 

97.293 

1938 

348,655 

245,160 

103.495 

1939 

369,268 

252,738 

116,530 

1940 

357.694 

253,179 

104,515 

1941 

338,489 

283,624 

54.865 

1942 

431,280 

319.464 

xii,8i6 

1943 

487,163 

321,964 

165,199 

1944 

571,246 

349,262 

221,984 

1945 

678,490 

453,946 

224,544 
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Acknowledgment of Order, Correcticm of Price 



Abbey {Load.-FulKonu. S.’V. 6 


| 12 th June, 19—. 

Messrs. Beal and Benson, 

Watford, Herts. 

Dear Sirs, 

Thank you for your order dated 10th June 
for 12 dozen ‘Bee Hive’ brand brushes. We regret, 
however, that we cannot possibly supply them at the 
price at which you order them, viz. 18/- a dozen. 
In our quotation we gave the price as 19/- a dozen 
for orders less than two gross. These brushes are of 
absolutely first-quality material and workmanship, 
they are extensively advertised and consequently sell 
easily in large quantities. Our margin of profit is so 
small that it is impossible for us to make any reduc¬ 
tion in price for quantities smaller than 24 dozen. 

If you care to raise your order to that quantity, we 
| shall be glad to supply them at 18/- a dozen. If 
| you cannot take this quantity we must ask you 
I kindly to confirm the order at 19/- a dozen. 

I On receipt of instruction from you to that effect 
i the goods will be sent to you at once. 

Yours faithfully, 

British Brush Co., 

George Bothwell (Sales Manager). 
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Promise of Later Delivery of Goods 




14 th August , 19—. 


Messrs. Deal and Lawson, Ltd., 
High St., Cheltenham. 


Dear Sirs, 

Thank you for your order received this morning for 

20 yards 8321/4 @ 14/9 

20 „ 8334/2 @ 12/10 

10 „ 8335/1 @ 6/9 

10 „ Harris Tweed (H.T. 2209) @ 7/-. 

The first three items will be despatched tomorrow 
morning per G.W.R. We regret, however, that we 
shall not be able to supply the Harris Tweed (H.T. 
2209) for some little time, possibly three weeks. 
Though we and the manufacturers usually keep a 
big reserve stock of this cloth, the demand has been 
so great recently that neither we nor they have a 
single piece left. We have phoned to the manufac¬ 
turers today and they have assured us that their 
mills are working overtime and the firm is doing its 
utmost to deal with the many orders that they have 
received, but they cannot guarantee us anything 
before the first week in September. 

If you wish, we can supply H.T. 2207 @ 7/3 which, 
as you will see from the enclosed pattern, is very 
similar to H.T. 2209 but in a rather better quality. 

Yours faithfully, 

Weavewell Woollen Co. Ltd., 
Enc ^ D. Austin (Sales Manager). 
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Circular Letters 
Advising Probable Advance in Prices 


Cfjaiies /?oye/'s Sons 


MAIN STREET 


LEICESTER 



3 rd Sept., 19—. 

Dear Sirs, 

Owing to the increase in the price of best- 
quality leather there is every likelihood of a con¬ 
siderable rise within the next few months, of the 
prices of shoes. This is a most opportune time, while 
prices are still at their low level, to increase your 
present stock. 

As you will see from the enclosed 1 price list, we 
hold very considerable quantities of practically all 
styles, qualities and sizes of men’s and women’s 
and children’s shoes, but we strongly advise you 
to send your order without delay as we expect a 
heavy demand for most of these lines. When the 
present stocks are exhausted we cannot replace them 
at the present prices and our new price list will show 

an advance of from 7! % to 10 %. 

Assuring you of our best service at all times, 

We remain, 

Yours faithfully, 

End Charles Rogers and Sons. 


* Note to the Student . There is a difference between enclose and 
include . The prices of all shoes and the terms of business are 
included in the price list; the price list is enclosed in the envelope. 
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Appointment of a New Agent 


BROWNLOW WRIGHT 
& CO - • • LTD 

ROWTON STREET LEEDS 

10th Oct., 19—. 

Dear Sirs, 

Mr. F. Bolton who, since 1926, has been our 
agent for Yorkshire is retiring and we are appoint¬ 
ing Mr. Thomas Ball, Rowton Street, Bradford, 
as his successor. Mr. Ball will take an early oppor¬ 
tunity of calling to see you and we hope that we 
may continue to do through him the business that 
was so pleasantly conducted through Mr. Bolton. 

\Y e are, dear Sirs, 

Yours faithfully, 

per pro Brownlow, Wright & Co. Ltd., 

Thomas Nash (Manager). 


Opening a New Branch 



1 st Nov., 19—. 

Gentlemen, 

Owing to the very considerable increase in our 
trade in the North of England we have decided to 
open a branch office at Whitfield Street, Man¬ 
chester. Our Assistant Manager, Mr. A. G. Arm¬ 
strong, has been appointed Manager of this new 
branch. 
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I Mr. Armstrong has been with us for 15 years and 
has a thorough knowledge of all the Company’s ac- 
I tivities. We feel sure that he will be able to attend 
to your business with us more effectively direct 
from the new Manchester office and that this 
arrangement will make for a quicker delivery of 
goods to you than has previously been possible. 

Yours faithfully, 

p.p. The Hailsham Ironware Co. Ltd., 

F, M. Russell 

(Managing Director). 


Dismissal of Former Traveller , Appointment of New 



10 th Dec,, 19—• 

Gentlemen, 

We beg to inform you that Mr. Alfred Baker, 
who was formerly our traveller for S.W. England, is 
no longer in our employ and has no authority to 

act for us in any way whatsoever. 

Mr. Baker’s place has been taken by Mr. Henry 
Platt, who takes over his duties on 1st December. 
He will call on you as soon as possible after that 
date and will be pleased to show you samples of our 

new goods for the coming season. 

Thanking you for support in the past and assur¬ 
ing you of our efforts to serve you in the future. 

We are. 

Yours faithfully, 

Oliver Kendall and Co. Ltd. 
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HARRODS 

HA.PROOS - LTD 

KN I GHTS BRIDGE 
LONDON SW1 

TdrfJx nn*. Silane 1234 TeUjramz ~Fverytfung Harrods LtfiJonT 

30 th October, 19 —* 

Dear Sir, 

In these difficult days we feel that Harrods can be 
even more helpful than usual. 

Our vast stocks and resources enable us to provide 
almost every material need of life and we assure you that, 
now as ever, Harrods will have nothing to do with goods of 
an inferior quality. 

Enclosed you will find a copy of Harrods News which 
gives you a brief idea of the kind of merchandise we offer. 
By means of this booklet you can shop at Harrods even 
if it is not convenient to call in person. A staff of experts 
is constantly available to deal with orders by post and give 
them the same individual attention as you will always 
find when you shop at Harrods’ counters. 

We hope you will take fullest advantage of the facilities 
we can offer and remember that it always pays best to 
‘Get it at Harrods’. 

Yours faithfully, 

Harrods Ltd. 

Our Motors deliver in your district several times a week. 
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FOR FOREIGN STUDENTS 


Letter from Traveller to Sales Manager 


_ Oy/g, _ 

ROSE & CROWN COMMERCIAL HOI 

& 1 DEFORD 7 DEVON 


Sth July, IQ—. 

Dear Mr. Price, 

Thank you for your letter of 6th July which I 
received on my arrival here this morning. I have carefully 
noted its contents and will give the matters my attention 
I called, as you suggested, on Messrs. Powell and Wright! 
They have stocked so far chiefly Smedley’s soaps but, after a 
ong interview, I t hin k I have convinced them of the 
superiority of our brands, and they have consented to give 
us a sample order with which they will make a window dis- 
play. They leave the choice to us and I suggest we send: 

Toilet Soap: ‘Quelques Fleurs', 'Pompadour*. ‘Jockey 
Club'. 

Shaving Soap : 'Olive Cream', 'Supreme*. 

Kitchen Soap : 'Wonder Worker', 'King Carbolic*. 

Please send them also some showcards for these soaps to 
help the window display. I think that an advertisement 
for these lines in the North Devonshire Gazette (the local 
newspaper) to coincide with Powell and Wright's display 
would be well worth our while. 

Tompkins, the traveller for Johnson Brothers, was here 
yesterday and he told me that there are some very dis¬ 
quieting rumours in Exeter about the position of Stewart 
and Harris. They have been unable to meet their obliga¬ 
tions to a number of firms and have asked for extended 
credit. As Stewart and Harris have a very considerable 
account to us still outstanding, 1 made other enquiries about 
them today and everything I hear confirms what Tompkins 
told me. In the circumstances you will probably want to 
send in our account at once. 

I enclose order sheets for goods sold to various other 
firms in this area. 

Yours faithfully. 

End. 6 orders. T. Aixwood. 
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Correspondence 

Examples of business letters have already been given 
in their appropriate sections in this book, for, though in a 
business concern there may be a Correspondence Depart¬ 
ment under the control of a senior typist, it is more usual 
for the head of each department to have his own secretary 
or secretaries who will deal with all the correspondence of 
that department. Though business letters vary, naturally, 
according to the branch of commerce with which they are 
dealing, there are certain points of general interest more or 
less common to all types of business correspondence and it 
is with these that the present section deals. 

Until fairly recently there used to be a strange sort of 
language written by business firms—and it still survives in 
some of the less modem ones—called 'Commercial Eng¬ 
lish’. It was inherited from the Early Victorian period 
and consisted of a mass of conventional phrases which 
seem to be a combination of insincerity and servile 

, umUit y- this language a ‘letter’ always became 
your esteemed favour’ even though it was so completely 
unfavourable’ as to demand payment for a debt or to 
threaten legal proceedings for sending goods inferior to the 
sample that had been supplied. The writer of the letter 
you were answering was usually referred to as ‘your good- 
self (a word which the reader is unlikely to find in anv 
nglish dictionary); ‘last month’ was always ‘ult' this 
month rnst.’ and next month ‘prox.’ The first sentence 
of your letter generally began with ‘Re,’ or ‘in re’ (which 
was neither English nor good Latin), and usually hadn’t a 

finite verb m it. It went something like this- 


Dear Sir, 

28th ult In ^ tke esteemed f avour f rom y° ur goodselves of 

The whole effect was artificial, impersonal and dull, but it 
was the sort of thing that, with a little practice, could be 
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used easily by badly educated, poorly paid clerks. With 
the spread of popular education and under the stimulus 
of the findings of a Committee of the Board of Education 
which strongly condemned ‘Commercial English’ as harm¬ 
ful both to the language and to business interests, these 
dr}', more or less meaningless phrases have tended to dis¬ 
appear, and most up-to-date business firms now say what 
they want to say simply, clearly and concisely in the lan¬ 
guage used in writing any other piece of formal English. 

Nevertheless, there are certain forms of expression and 
certain technical terms which are normally used by the 
majority of business firms and these will be illustrated and 
explained as they appear. But don’t overwork them. 
They are convenient but rather dull and you might, as you 
get more experience in business correspondence, try- to 
vary the expressions where possible. 

General Advice. The foreign student has more diffi¬ 
culties, of course, than the English one coming new to Com¬ 
mercial Correspondence, for a foreigner’s vocabulary will 
usually be much more limited and he may give the im¬ 
pression of discourtesy not by intention but because he is 
unaccustomed to the usual phraseology, or because he 
doesn't quite realise the fine shades of meaning conveyed 
by an expression. For this, of course, the best remedy is 
constant work at vocabulary enlargement by extensive 
reading and by painstakingly looking up in a dictionary all 
words about whose meaning you are ignorant or not quite 
certain. 

There are other points that need your attention: care 
with spelling (illogical and absurd though English spelling 
may be) and care with punctuation. But with those 
things you ought by now r to be fairly familiar. 

Take pains to paragraph carefully, using a new para¬ 
graph to each new topic of your letter. You wall be 
helped in this if you put down, before you write your letter, 
the essential points on which you are going to WTite. In 
short, remember the three C's: 

Clearness, Conciseness, Courtesy. 
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The Heading . Here are characteristic headings of 
letters from two well-known business firms. You will 
generally have the name of the firm and its directors, the 
telegraphic, postal and cable address, telephone number 
and the addresses of other branches of the firm. Here, too, 
you may get the reference letters as in the first illustration. 




J Cd^ioTxC<Stfxct, ^Tondxrri^W. I 


JiJt (lQ&ia} 


•AtirVi/HC 

CaJUuJ&a. 

4, 



Haymarket London, s.w. r_ 26 th Feb., 1952. 

REPAIR of raincoat 

C. E. Eckersley, Esq. 

c/o Messrs. Longmans Green & Co. Ltd 
6 Clifford St. 

London W. i. 

Notes 


t JP limited and Company are often abbreviated to 
Ltd. and Co. 


(2) All companies registered after 23rd November 
1915 must give the names of the directors. 
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(3) Ref. is the usual abbreviation for ‘reference*. The 
letters S/B/E probably mean that the letter was dictated by 
Mr. Smith, typed by Miss Brown and is filed under the 
heading E. Many firms put an indication of the subject 
matter of the letter at the head of it, e.g. Reprinting of 
Essential English J. or Repair of Raincoat . 

(4) The name and address of the person to whom the 
letter is sent is generally put at the beginning of the letter 
on the left-hand side as in illustration 2. It is sometimes 
put at the end of the letter. 

The abbreviation c/o means ‘care of*. So, if you wish 
to write to John Smith who works for Harridges you 
address the letter /. Smith , Esq., c\o Messrs . Harridges , 
Ltd . The ‘care* consists in handing over the letter. 

Esq. is an abbreviation for Esquire (never written in 
full on a letter). Esq. was used originally for the gradu¬ 
ates of Universities, ‘private gentlemen* (i.e. men who 
didn’t work in any trade), members of the House of Com¬ 
mons and of certain professions, e.g. lawyers, accountants, 
etc., but it is becoming more and more widely used for all 
men outside the ranks of manual workers. 

(5) The date is written to the right of the letter and 
should be in one of these forms: 

(a) 26th Feb., 1952, 1 (6) Feb. 26th, 1952. 

The form 26/2/52 is used but is not generally adopted, 2 
Many business men and their secretaries write the names 
of the months in full (as in illustration 2), but if you are 
abbreviating them, the usual contractions are Jan., Feb., 
Mar., Apr., Aug., Sept., Oct., Nov., Dec. The words May , 
June and July are not abbreviated. 

Note the punctuation of the date; the comma after 15 th 
in example (6), the full stop if you abbreviate the name 

1 This form is preferred perhaps because it goes logically from 
day to month to year, or perhaps because the month separates the 
figures for the day and the year. 

2 In U.S.A. this is written 2'26'52. 
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of the month. Note, too, that we always use the ordinal 
numbers for the day of the month, and for these the 
abbreviations are 1 st , 2nd, 3 rd, 4 th, 5 th, etc. 

The Greeting . This should be made just under the in¬ 
side address and near the left-hand margin. The usual 
greeting for one person is Dear Sir or Dear Madam 1 or, 
where the person is well known to you and you have had 
frequent business dealings with him or her— Dear Mr. 
Brown or Dear Miss Evans. 

The form Sir alone is not generally used in business as it 
is felt to be rather abrupt and impersonal. It is, how¬ 
ever, usual in letters from Government offices. To a firm 
the usual greeting is Dear Sirs or occasionally Gentlemen 
(never Dear Gentlemen). The form Gentlemen is used 
when an employee is sending a report to his Directors or 

when the letter is addressed to a Committee or other pub¬ 
lic body. 

There are special forms of address for people of high 
rank, e.g. to a knight: 

Sir John Falstaff, 

The Boar's Head Hotel, 

Eastcheap. 

Sir, 

To a baronet: 

Sir Richard Oldcastle, Bart., 

Sir, 

To a baron: 

The Right Honourable Lord Evandale, 

My Lord, 

If your letters are to go to people of even more 
exalted rank and are addressed to Earls, Archbishops, 
Dukes or The Royal Family, you should consult a good 
dictionary which will give you the correct form of address. 

Madam is used in greeting for single as well as married women. 
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Opening Paragraph of a Letter. The opening phrase of a 
letter is usually rather formal and will depend very much 
of course, on the subject about which you are writing. If 
it is continuing correspondence that has previously taken 
place, it wall generally begin by thanking the correspon¬ 
dent for his previous letter and helping him to recall the 
letter to which this is a reply and the subject matter of 
that letter, e.g. 

4 Thank you for your letter of 14th January asking for 
further particulars about our new aj ax typewriter/ 

or 

* In reply to your enquiry of 24th April for patterns of new 
worsted suitings, we have pleasure in sending ., / 

4 With reference to your letter of 18th April we shall be 
pleased to . . / 

4 We are in receipt of your cheque in payment of your ac¬ 
count but regret that we cannot accept it/ 

Closing Paragraph of a Letter. This paragraph, too, 
wall depend a good deal on the subject matter of the letter 
but here are a few of the usual formal endings. You will 
notice that they often begin with a present participle. 

'Thanking you for your order, which will receive our im¬ 
mediate attention, We are 

4 Regretting that we are unable to accept the offer you 
make, We are .. } 

1 But this type of formal ending is being passed over in favour 

of a complete and direct statement, e.g. 

We regret that we are unable to accept the offer you make. 

Yours faithfully. 

This has a more genuine ring and moreover avoids the common 
mistake of omitting the T remain' or ‘We are* when a participle 

has been used. 
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Complimentary Close . The usual ending for a business 
letter is Yours faithfully or Yours truly. It is not Yours 
sincerely . This latter form is used only in personal, 
friendly letters (as on page 10). 

These phrases are usually preceded, perhaps to make 
the ending seem less abrupt and more polite, by something 
like I remain , we are , etc., e.g. 

I remain, dear Sir, I am, Gentlemen, 

Yours 1 faithfully. Yours truly, 

J. Smith. H. Skimpole. 

In letters from Government departments the usual 
ending is; 

I am, Sir, 

Your obedient servant, 

J. A. Watson. 

You will take care, of course, that the ending is in the 
same tone as the greeting. For example, if you begin 
Dear Mr. Smith you will not end— 

I am, Sir , 

Yours faithfully, 

Finally comes the signature, which should be written 
even though the rest of the letter is typed but, as many 
signatures are more or less illegible, the name is often 
typed under the signature. As a general rule the head of 
the department or the principal of the firm signs all im¬ 
portant letters, writing his name beneath the typed name 
of the firm, e.g. 


We are. 

Yours faithfully, 

Barchester Engineering Co. Ltd., 

D. Abbott (Director). 

1 Note Yours begins with a capital letter. 




144 A COMMERCIAL COURSE FOR FOREIGN STUDENTS 

Sometimes this work may be given to a manager or 
chief clerk who will then sign on behalf of his principal In 
that case the signature will read— 

per Barchester Engineering Co. Ltd,, 

B. E. Harding. 


or 


per pro 1 S. American Export Co. Ltd., 

J. Alverez, 

If special authority has been given the per pro may be 
omitted and the status of the writer is given, e.g. 


B. E. Harding 
(Advertising Manager) 

The Envelope. The address should begin about half-way 
down the envelope and each line should be indented 
something like this— 

M. Arnold, Esq., M.A. Messrs. Stark & Co., Ltd., 
Trinity College, 43, East Bond Street, 

Oxbridge. London, W. 1. 

Notes 

(1) Instead of the form /. Brown , Esq., you could write 
Mr. J. Brown. You never use Mr. and Esq. together, Le. 
Mr. J. Brown, Esq. 

(2) Mr. Arnold has taken the degree of Master of Arts, 
hence the M.A. Other degrees are B. A. (Bachelor of Arts), 
B.Sc. (Bachelor of Science), M.Sc. (Master of Science), 
B.Com. (Bachelor of Commerce), D.D. (Doctor of Divin¬ 
ity), D.Litt. (Doctor of Letters (Literature)), M.B. (Bachelor 
of Medicine), M.D. (Doctor of Medicine). 

1 per or per pro or often just p.p. stands for the Latin per procu¬ 
rationem — as agent for 
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A clergyman is addressed as— 

The Rev. 1 Mark Robarts, D.D. 

(3) W. 1 is the postal area for London. London and its 
suburbs are divided into eight districts— E.C., W.C . (East 
Central and West Central), £., N.E., N.W., S.E . and S.W., 
and each of these into a number of sub-divisions, e.g. E. 4, 
S.W. 19, etc. 

(4) Messrs . stands for Messieurs (a form which in Eng¬ 
lish is never written in full) and is the correct form of 
address for partnerships and Limited Companies. Messrs. 
is not used in an address in which the name of the firm is a 
title, e.g. 

Sir John Chandos and Co. Ltd. 

or is impersonal, e.g. 

The Portland Cement Co. Ltd. 

The forms of address, etc., may be conveniently sum¬ 
marised for reference thus: 


Social Position. 

Form of A ddress 

Greeting. 

Conclusion . 

Tradesman 

Mr. T. Smith 

Dear Sir 

Yours faithfully 

Professional 

mam 

A. Smith, Esq., M.D. 
Dr. A. Smith 

Dear Sir, Sir, 
or Dear Dr. 
Smith 

Yours faithfully 

Private 

Gentleman 

J ohn Smith, Esq. 

Dear Sir 

S I am, dear Sir, 
Yours faithfully 

Clergyman 

Rev. S. Smith, or 

Dear Sir, oy 

Yours faithfully or 

Firm 

Rev. Mr. Smith 

Rev. Sir 

J 

Yours respectfully 

Messrs. Smith & 

Sons 

Dear Sirs, or 
Gentlemen 

Yours faithfully 

A Bank 

The Manager, 

Lloyd’s Bank, Ltd. 

Dear Sir 

Yours faithfully 

Limited Co. 
(with personal 
name) 

Messrs. R. Smith & 
Co. Ltd. 

Dear Sirs, or 
Gentlemen 

Yours faithfully 

Limited Co. 
(with imper¬ 
sonal name) 

The Smithfield 

Glove Company Ltd. 

Dear Sirs, or 
Gentlemen 

Yours faithfully 


1 Rev. = short for Reverend . 
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S Social Position I 

Form of Address j 

Greeting i 

Conclusion I 

! Municipal | 

I Authority t 

The Secretary, j 

Grantchester Village 1 
Hospital 1 

Sir 1 

Yours faithfully J 

Yours faithfully, 1 

] Government 1 

The Right Honour- 1 

Sir 1 

1 Department 

able J. £. Brown, the] 
President, Board of j 


or I 

Yours obediently f 

I I 

Trade, Whitehall I 



I Lady 

Mrs. A. Smith 

Dear Madam 

Yours faithfully 1 

I Firm of 

, Mesdames Smith & 

Mesdames 

Yours faithfully 1 

{Ladies | 

{Officer 

Alvarez 

j Colonel Smith, ! 

| Sir, or 

Yours faithfully j 

D.S.O. 1 

Dear Sir 


Knight 

Sir George Smith 

Sir 

I Yours faithfully I 

Baronet 

j Sir Lionel Smith, 

[Sir 

1 Yours faithfully | 

Member of 

J Bart. 

William Edward 

[Sir 

j Yours faithfully J 

parliament 

J Smith, Esq., M-P. 


| Your Lordship ’s [ 
! obedient servant { 

Lord Mayor 

j The Rt. Hon. the 
! Lord Mayor of 

I London 

1 My Lord 

I Mayor 



1 Explain and use in sentences: 

Appropriate, section (the Latin secure, sedum =to cut. 
iZlect. dissect?), survive (the I^tin 

also sincerity), humility (use also humiliate (y^)MdA«m*/w 
this section that form their negative by adding 
SfStog the prefix im-). stimulus (use also to : 

SL3 cokL. Wvetm 

aLpif negative bv siddo^ the prefix oms )* j 5 * it B 

JXvMopS. SeptaSWhow the accent vanes m ^ 



■V 5 ' : ' is \ 


o =Distinguished Service Order. 
servi^are^C. (Victoria Cross); M.C. QMktaxf Crassft 

(Distinguished Flying Cross). 
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words telephone , telephonist , telephonic ), cable, abbreviate (use 
also abbreviation , brief , brevity ), filed (compare filled and field), 
manual (what is a manuscript ?), margin, abrupt, knight (how 
does this differ in pronunciation from mg/i/?), correspondence 
( aIs o correspond , correspondent ), pattern, receipt (use also t» 
receipt of, recipe ), apologise (use also apology , apologetic ), in¬ 
convenient (give ten words that make their negative by adding 
the prefix xn-), precede (compare with succeed , recede ), 

legible (use also illegible . How do these words differ from 
readable and unreadable ?), indent (note other meanings). 


B 

Ora/ Exercises . 

I. (1) What were the characteristics of the old-fashioned 
Commercial English ? 

(2) Why was it used? 

(3) What are the characteristics of good modem Commer¬ 
cial English? 

(4) What peculiar difficulties has the foreign student with 
commercial correspondence? 

(5) How can these difficulties be overcome? 

(6) What is the general rule for paragraphing? 

(7) What does the ‘heading* of a letter consist of? 

(8) Where, in the letter, do you put the address of the per¬ 
son to whom it is to be sent ? 

(9) Give three ways of writing the date. 

(10) When is the greeting {a) Sir, (b) Gentlemen, used? 

(n) What are the usual forms for the complimentary close? 
(12) When is Esq. used? 

II. What is the meaning of the following? 

(1) prox. (2) ult. (3) inst. (4) p.p. (5) ref. (6) Ltd. 

( 7 ) Co. (8) c/o. {9) Bart. (10) B.A. (11) M.B. (12) D.D 
(13) V.C. (14) Messrs. (15) E.C.4. 

III. Set out the following headings, greetings and compli¬ 
mentary closes correctly, putting in the necessary punctuation: 

(a) johnson & brown woollen merchants 42 Cambridge st 
bradford 26 july 1945 messrs hicks and son 25 norfolk road 
london e c 5 dear sirs . . . we are dear sirs yours truly johnson 
and brown james smith secretary 
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(6) joseph morris and co ltd motor and general engineers 
works city road birmingham birmingham telephone 773 bir- 
mingham telegrams and cables morcars birmingham 22 may 
1945 g f brown esq 74 church road london n w 5 dear sir... we 
remain yours faithfully for joseph morris and co ltd henry gray 
managing director 

(c) harridges and sons ltd 44 Cambridge road london w 2 20 
mar 1944 department c our reference c h r 5 1 sir w rose bart 
c o civil servants club st james st london s w 1 sir . . we are 
yours faithfully p p harridges and sons ltd r wilson advertising 
manager 

EXERCISES 


PRACTICE IN CORRESPONDENCE 

I. Write from the Goodtone Radio Company, Great West 
Road, London, to J. R. Matthews and Sons, 12 High Street, 
Malvern, saying that you learn that they keep a large stock of 
radio valves. You send them your latest price list and point 
out that the valves manufactured by your company are superior 
to most in the market both in purity of tone and in their length 
of life. You are prepared to offer a discount of 25 per cent, off 
list prices for orders of 12 doz. or more. 

Write a reply from J. R. Matthews; acknowledge the letter 
and enclosure. Ask if they supply valves suitable for the 'Bijou* 
radio set. 

Answer that Goodtone make a special valve particularly 
suitable for that set; half a dozen will be sent on trial at special 
price. You feel sure these will be satisfactory and expect a 
large order after thorough testing. 

II. Write the following announcements to be printed on a 
post card: 

(1) acknowledging receipt of a letter which will be answered 

fully later; 

(2) stating that your traveller will visit the firm; 

(3) acknowledging the receipt of goods. 

III. Write in answer to an advertisement in The Times a 
letter applying for a situation as traveller. Give any par¬ 
ticulars vou think necessary. 

Write a reply from the advertiser. Explain the duties and 
general conditions and ask the applicant to come for interview. 
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IV. Write a letter as from the Manager of a firm of wholesale 
grocers enquiring about the financial position of a prospective 
customer. 

V. You in London have very important business to discuss 
with Mr. Richards at his office, 70, Luke Street, Liverpool. He 
may be going to Glasgow tomorrow. Send him a telegram 
using not more than 12 words (excluding the address). Write 
also a letter confirming the telegram, mention the business, 
explaining its urgency and saying that you are coming to 
Liverpool that day to see him. 

s 

VI. Your firm has brought out a new brand of shaving soap. 
Draw up advertisements (a) for the main newspapers, (6) for 
use as a poster. Describe or, if you can, draw a picture for the 
latter. Write a circular letter to be sent to your customers 
drawing attention to this new soap. 

VII. The firm of Slack and Co. has gone bankrupt. At a 
meeting of the creditors your firm (the Department Store of 
Messrs. Thomas and Smart) has arranged to take over the 
whole of Slack's stock at a cheap rate. You are holding a sale 
in your Drapery Department for the week beginning Septem¬ 
ber 1st. Write suitable advertisements for (a) the news¬ 
papers, (6) posters. Write also a circular letter to some of your 
customers. 

VIII. Write advertisements or suggest sketches for adver¬ 
tising (a) a new model of a motor car, (6) a brand of cigarettes, 
(c) the attractions of a seaside holiday resort, (d) a London 
hotel, (e) a new food for babies. 

IX. Owing to increased prices for raw materials and for 
labour you must either raise the price or lower the quality of 
the sweets that your firm makes. You have decided to do the 
former. Write a suitable circular letter to your customers. 

X. A customer complains that the * Rollout* motor lawn 
mower that he bought from you six months ago is out of order. 
Write to him; express regret and surprise as complaints are 
rare, the mower seldom goes wrong if used according to instruc¬ 
tions, etc., but that as it was sold under a guarantee of one year, 

you ask him to return it to your works when it will be examined 
and put in order. 
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XI. Write all the letters, forms, etc., for the following 
transaction: 

Messrs. Hobbs and Stroud, 16, Market Street, Blackburn, 
Lancashire, send a letter of enquiry to the ‘FitwelT Shoe Com¬ 
pany, Forge Street, Leicester. A price list is sent, with terms 
and conditions. Hobbs and Stroud give an order with instruc¬ 
tions as to date and manner of delivery. One of the lines 
ordered is temporarily out of stock but the rest of the order is 
completed and despatched and the remainder is promised in 
ten days' time. The goods sent are received and acknowledged, 
but as the remaining goods have not arrived within the stated 
ten days, and as they are urgently needed, a further letter of 
enquiry is sent. ‘Fitwell’ reply that goods were sent off that 
morning. The invoice for goods and three packing-cases is 
sent. Hobbs and Stroud return the three packing-cases and 
are credited for them. A statement of account is rendered. 
Hobbs and Stroud send a cheque and a letter pointing out that 
the amount credited to them for return of packing-cases has 
not been deducted from the statement. Thev have therefore 
made the necessary deduction. ‘FitwelT reply acknowledging 
and apologising for the mistake and enclosing the receipt. 

XII. You ordered some goods from a firm of suppliers four 
weeks ago. The time limit for deliver}’ was specially stated. 
As three days after that date you have not had the goods or 
any letter from the firm, write to them pointing this out and 
asking them to let you know the actual position. 

XIII. Your firm is an importer of coffee. Two months ago 
you had correspondence with a wholesaler and offered to enter 
into a contract with him for a regular supply of coffee. He 
said that he would like to consider the matter later. Write to 
him again on this matter. 

XIV. Messrs. Dobson and Son used to order supplies of your 
coffee regularly each month. You notice that for the last 
three months vou have had no order from them. Write a 
tactful letter enquiring the reason for this. Messrs. Dobson 
reply giving as reasons that there had been delay in delivering 
supplies, qualitv had not always been maintained, they could 
get better terms elsewhere than per cent, monthly. Repl) 
to this letter. 
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XV. Write the necessary letters to the following transac¬ 
tion: 

Buyers—Watbridge Gas Light and Coke Company. 

Sellers—The Golbome Colliery’ Company. 

W.G.L. & C.C. ask for quotation for 20,000 tons of coal, 
delivered in monthly lots of 4000 tons. 

G.C.C. reply, 75/- per ton, delivered to works 2 1 per cent, 
monthly. 

W.G.L. & C.C. offer 73/-, delivered in wagons to Watbridge 
station. 

G.C.C. cannot accept this but suggest 74/-. 

W.G.L. & C.C. accept, ask for first deliver}' 1st Februarv 
and give the usual references. 

XVI. Write the necessarv letters and make out the neces- 
sarv documents for the following transaction: 

Buyers—Messrs. Carey and Sons, Oxbridge. 

Sellers—The London Paint Company, 64, Thames St., E.C. 

(а) Enquiry from Carey and Sons for latest prices for paint 

in 1 lb. and 2 lb. tins and request for colour card. 

(б) Quotation by L.P.C., colour card sent. Prices likely to 

rise owing to increasing cost of raw' materials, Earlv 
order recommended. Terms 5 per cent, monthly. 

(c) Order from Carey and Sons. 

3 doz. 2 lb. and 3 doz. 1 lb. tins each of Ai, B4, CS, 
D3, F4, G9, Sn, P14, Ri 7j Sii, T2, V3, X4, Z2. 

(<i) L.P.C. send goods and invoice. 

(e) Carey and Sons report following shortages— 

3 I lb. tins D3 

4 2 lb. tins X4 

and ask for credit note to the value of the missing goods. 

They return two empty packing-cases (allowance 
2s. 6d. each). 

(f) L.P.C. apologise for mistake. Credit note enclosed. 

(^) L.P.C. send statement at the end of the month* 

(/») Carey and Sons send cheque in pa\Tnent. 
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Juan Applies for a Post 

One day Juan sees the following advertisement in The 
T lines'. 

XAT ANTED—Firm of woollen merchants want young man as clerk for 
’ ’ their city offices. Good general education and very good know¬ 
ledge of Spanish essential. Some knowledge of South American 
commercial practice desirable. Apply stating qualifications a n d giving 
references to Box 1 D.44, The Times. 


Juan decided to apply for this situation but was not 
quite sure how he could best word his application. He 
made two attempts and decided to send the better of the 
two. Here are his letters. 


Box D.44, 
The Times . 


35, Southfield Road, 
Hampgate, 

London, N.W. 4. 
4 ih Dec. 19—. 


Dear Sir, 

In reply to your advertisement in today’s 
issue of The Times , I wish to submit my application. 

I am twenty years of age, single and, as I was 
bom and brought up in Montevideo, Uruguay, my j 
native tongue is Spanish. I attended the High ( 
School at Montevideo for six years where, in addi- I 
tion to the usual school subjects, I took special classes 
in English, shorthand and typewriting. In the final 
examinations I gained a distinction in English and 
a credit in shorthand and typewriting. 

On leaving school I spent a year in the office of 
my father’s firm (Messrs. Alvarez & Co., shipping 

1 When an advertiser doesn't want bis name to appear in the 
advertisement he can have replies sent to a ‘Box Number’ at the 


newspaper office. 
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agents, Montevideo) where I gained a good working 
knowledge of commercial practice. 

I came to England in August 194— in order to 
perfect my knowledge of the English language and 
to study English commercial methods. I have been 
granted permission by the Home Office to remain in 
England for six months with a possibility of a fur¬ 
ther extension at the end of that time and am allowed 
to take a post here. 

For my attainments and character I am allowed to 
refer you to the following gentlemen— 

R. A. Sampson, Esq., 

Managing Director, 

Argo Export Co., 

250, Billiter Street, E.C. 4. 

and 

Sir George Smith, 

President of the Anglo-Uruguayan Bank, 

46, Threadneedle Street, 

London, E.C. 2, 

I shall be very pleased to furnish any further in¬ 
formation that you may desire, and, if you wish it, I 

shall be very glad to come to you for an interview' at 
any time convenient to you. 

If my application is successful I shall do my ut¬ 
most to forward the interests of the firm and to 
justify your selection. 

I am, sir. 

Yours faithfully, 

Juan Alvarez. 
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35, Southfield Road, 
Hampgate, 

London, N.W. 
4 th Dec . i 


Box D.44. 

The Times. 

Dear Sir, 

With reference to your advertisement in The 
Times of 4th Dec. I wish to apply for the position of 
clerk. 


You Require 
Young man. 


I Offer 
My age is twenty. 


*■ - J ” J 

Good general educa- Montevideo High School 1938- 
tion. 44, credit in English, French, 

Spanish, Maths., Science and 
Geography in final exam¬ 
inations 1944. 

Very good knowledge Spanish is my native language, 
of Spanish. 

Knowledge of S. I spent a year in the office of 
American com- my father s firm (Messrs. 

mercial practice. Alvarez & Co., shipping 

agents, Montevideo.) 

References. R. A. Sampson, Esq., 

Managing Director, 

Argo Export Co., 

250, Billiter St., E.C. 4. 

Sir George Smith, 

President of the Anglo- 
Uruguayan Bank, 

46, Threadneedle Street, Lon¬ 
don, E.C. 2. 

I hope you will kindly give me an interview. 

Yours faithfully, 

Tuan Alvarez. 
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T'degram calling to Interview 


Charges to pay 

_s._dL 


POST 


RECEIVED 



OFFICE 


No 
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At 
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E/ 
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TELEGRAM 

ftefa T5« handed In. Office d Origin and Sendee instruct ions Nfcrds 

61 / ___ 

/♦ fel A.30 VICTORIA ST ia/ 


At. 

To 

Sr 



/♦ » ALVAREZ 35 SOUTHFIELD ROAD HAMPGATE • HV 4 • ] 

/CAN YOU COHE DECEMBER 8TH 11 QCLOCK 


/-SMITHSON WEAVEWELL WOOLLENS VICTORIA ST E C 4- * 


7 


I 


For free repetitwn of doubtful words telephone “TELEGRAMS ENQUIRY “ or call, mth th,s fern 0 o' C 
at office of defewry. Otto enquiries should oe aommpan*ed tf« farm.aru.f posvtsethe enwlape. C 

{"Reproduced by permission of H.M. Post master General 


Enquiry as to Character 



yth December, iq— 

Sir George Smith, 

46, Threadneedle Street, 

London, E.C. 2. 


Dear Sir, 

Mr. Juan Alvarez has applied for a position 
as clerk in the Export Section of our firm and has 
given us your name as a reference respecting his 
character and qualifications. 
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I We should be greatly obliged if you would kindly 
1 inform us whether you consider Mr. Alvarez a suit- 
| able man for this position. 

I It is essential that the man whom we appoint 
should be completely trustworthy and should have 
a good general education, a thorough knowledge of 
; Spanish and some acquaintance with South American 
I business practice. 

! Any information that you may give us about Mr. 

I Alvarez will, of course, be treated as strict!}' private 
I and confidential. 

; Yours faithfully, |j 

I p.p. Weave well Woollen Co., 

! J. Smithson (Secretary). 


Srna/o- 

$%n£axi7ie&ll& SfclezO. jCorulcnJ, §*& 4* 

10th December , 19—. 

The Secretary, 

Weave we 11 Woollen Co. Ltd. 

40, Victoria Street, E.C. 4. 

Dear Sir, 

I received your letter of 7th December en¬ 
quiring about the character and ability of Mr. Juan 
Alvarez, and have no hesitation whatever in support- 
1 ing his application for the post of clerk in the Ex- 
I port Section of your firm. His father was a close 
friend of mine for thirty years and I know Mr. Juan 
Alvarez to be a young man of marked ability and 

Ij upright character. 

If appointed he would, I feel sure, be a valuable 

^ addition to your staff, 
i Yours faithfully, 

| G. Smith. 
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Letter of Appointment 



4 - 


14 th Dec., 19—. 

J. Alvarez, Esq. 

35, Southfield Road, 

Hampgate, 

N.W. 4. 

Dear Sir, 

I am writing to confirm your appointment, 
made at our interview on 12th Dec. as assistant in 
the accounts department, at a salary of £250 a year, 

payable monthly on the 1st day of each month, com¬ 
mencing 1st Feb., 1945. 

The appointment will be terminable at one 
month’s noti ce in writing on either side. 

Your duties will begin on 1st Jan. and if you 
will see Mr. Harper, head of our accounts depart¬ 
ment, on or before that date, he will give you all the 
necessary instructions about your work. 

I shall be glad if you will let me have your formal 
acceptance of the appointment and I hope that your 
association with our firm will be a very pleasant one. 

Yours faithfully, 

p.p. Weavewell Woollen Co. Ltd., 

J. Smithson (Secretary). 
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Letter Accepting a Situation 


35, Southfield Road, 
Hampgate, 

London, N.W. 4. 

15th Dec . 19—. 

The Secretary, 

WeaveweU Woollen Co., Ltd. 

40, Victoria Street, 

London, E.C. 4. 

Dear Sir, 

Thank you for your letter of 14th Dec. con¬ 
firming my appointment as assistant in the accounts 
department of your firm at a salary of £250 a year. 

I shall do my utmost to perform my duties to your 
entire satisfaction. 

Youis faithfully, 

J. Alvarez. 


TheOffi ce (a letter) 


THE ANGLO SOUTH AMERICAN CLUB 

SI JAMES'S-LONDON-S.Wi 

1 2th Feb., 19—v 

Dear Everybody, 

I have now been in the office of the Weave¬ 
weU Woollen Company for a month and I know that 
you will be anxious to hear how I am getting on. 

The office is a very modem and efficient place. It 
was built only a few years ago and is an excellent 

example of intelligent office planning. 

There are two main departments in the building. 
One is the Counting-House, which includes the 
Accounts Department, the Invoice Department and 
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various offices for directors and managers. 1 The 
other is the Warehouse, which includes the Stock 
Control, Packing and Delivery Departments. 

The building is light and clean-looking. The win¬ 
dows are high, reaching right up to the ceiling, and 
in the summer are open so that we get the fresh air. 
But there is a very efficient system of air-conditioning 
so that in foggy weather, or in outside rooms where 
the traffic in the street is noisy, we can have all the 
windows shut and yet work in a clear atmosphere, 
fresh and yet free from draughts. There is an ex¬ 
cellent system of central heating, automatically con¬ 
trolled, though in the Managing Director’s room there 
is also an open fireplace—a typical concession to 
British conservatism, and I must admit that on 
cold dull days its bright flames and warm glow are 
a cheerful, pleasant sight! 

The artificial fighting is an indirect system of gas- i 
j filled tubes that give a clear ‘daylight’ effect and 
cast no shadows. I have found this a great boon 
on some of these dark days when I have to spend 
a long time poring over the accounts books. 

There are twelve of us in the accounts depart¬ 
ment, each with his own individual desk (which by 
the way are not face to face as in some offices, but 
whether our arrangement is on hygienic grounds or 
for the subtle reason that it discourages conversation 
between the clerks I don’t know). Most'of these 
desks are sloping, which is convenient for the large 
account books and ledgers that we use. The Head 
of the Department has a roll-top desk as he, unlike 
the rest of us, has a number of private documents 
in his charge which he needs to keep locked in his 
desk at night. Other important documents and 
books are, of course, kept in the safe. 

1 There are, of course, variations, e.g. the Sales Manager and the 
Buyer may be in the Executive Department or the Warehouse. 
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I was agreeably surprised when I first entered the 
office at the excellent taste that had guided the choos¬ 
ing of all the office furniture. Though it is plain and 
simple, the materials are good and the design admir¬ 
able, so that you get a very harmonious effect of the 
furniture against the cream-distempered walls. There 
is nothing cheap about it in any wav and I am sure 
that quite apart from the fact that it will last longer 
than cheap furniture would, it creates a verv good im¬ 
pression on the customers who come here. 

The office equipment, too, is very up-to-date for 
in addition to the usual typewriters, we have account¬ 
ing machines, a dictaphone, a Shannon filing svstem 
as well as a very efficient card-index svstem We 
have too a ‘franking machine’ which kves us the 
trouble of sticlang stamps on envelopes. Instead 
the machine prints in ink a stamp on the envelope.' 
There is a meter in the machine that is set and locked 

that we have paid in advance. As soon as the num¬ 
ber of stamps set have been printed the machine no 
longer works and must be re-set. 

For communication between departments there is 

^Dictograph system. By means of this the Managing 
Director merely needs to lift, on a little box on hit 

sjSaktT ^A ^ntfh 116 department that he wants to 
man who is called, and the Director can from am- 
E"'pli«°7har ak subOTd inat« a „ d hea> 

what unexpected diffi- 

0UU?S ^ttow E Sd“rS Z “ z, h - 

C IS °°«; CenSi 

j , 000 • Do you know' what a ‘Toll’ call i~ 

UyZZt^ t ** Trunks ' ? * has nothing 

t y° Q don Jmow them you can find the answers on page 164. 
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to do with elephants or travelling-cases!) It took j 
me a little time to understand the phrases used by 
the operator, for example, her ‘Number please? 1 when 
I lifted the phone to make my first call and her re¬ 
assuring, ‘Trying to connect you' when I was kept 
w*aiting for a few moments and couldn't get a reply; 
and her ‘You're through' 1 when she made the con¬ 
nection, or ‘Have they answered? 1 to make sure that 

* —*■ I 

I had been connected, or ‘Sorry, there is no reply', j 
when she received no answer to her ringing. Do you 1 
know that telephone operators like you to pronounce 
‘five 1 as ‘fife 1 so that it isn't mistaken for ‘nine 1 ? and 
would you have understood an operator who spelled 
out for me, quickly, a number that I couldn't quite i 

1 Which doesn’t mean as some Americans in England thought it 
did (and as it would mean in colloquial American) ‘You're fin¬ 
ished .' The following extract is from an article in The Times. 

U.S. Soldiers and the Telephone 
Puzzled by- British Phrases 
From our Special Correspondent 

The words 'You’re through’, an invitation to the British caller to 
talk pleasantly or profitably, sounds to the American fighting men 
here no better than an impolite threat, almost as if the operator 
had said Y r ou’re finished; clear oft’. But both the operator and 
the G.P.O. (General Post Office) itself soon grasped what was 
troubling the newcomers. It is, as an official report has it, all a 
matter of difference in telephone practice and ‘operating expres¬ 
sions’. 

The figure ‘O’ is commonly ref erred to by Americans as ‘Zero , 
and operators have been told to accept this expression without 
comment. When requiring a number containing three figures the 
same as each other, such as SSS91 , Americans ask for Triple 8 91 

It was found that the expression ‘number engaged’ created mis¬ 
understanding because Americans were used to ‘Line busy. The) 
had difficulty in understanding an enquiry as to whether a call hac 
been booked because in America the expression is ‘Have you placa 
vour call?’ The expression ‘Hold the line, please* amuses som< 
Americans. They prefer tinre to line . The insertion of pennie 
into a coin box is generally referred to as the insertion of ‘cents*. 
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make out *S—P—double E—D—double U—E ■ 
double L—double 5—double 2’? 

Luckily I encountered most of these difficulties only 
when I was phoning from somewhere outside Lon¬ 
don. At the office we have an automatic system. 
You merely lift the receiver, ‘dial* the number that 
you want and speak as soon as you get an answer. 



For a toll call you dial TOL, for a trunk call TRU. If 
you want to dictate a telegram you dial TEL, and if 
you want to know the exact time TIM. It is only 
in cases of difficulty that you dial 'O' (for ‘Operator’) 
and then ask for what you want. 

There is, in the office, one other machine I ought 
to mention that is not very popular—the Time Re¬ 
corder. Each employee, on entering, turns a small 
operating handle and so prints the exact time of 
arrival against which he signs his name, and, on go¬ 
ing home, everyone signs off in the same way. From 
this record the General Manager can see at a glance 
who has arrived punctually at, or before, nine o’clock 
(the time when our work begins) or who has gone 
away before our day ends at five o’clock. 
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Don’t think, by the way, that all English offices 1 
are like this one. Only a few hundred yards away 
from our modem glass and concrete building is the 

office of-(I’d better not say their name, but 

they are well known in the commercial world) where 
I had to go with an enquiry a week or two ago. It 
was a gloomy, brick-built place full of staircases and 
draughty, badly lit rooms. Dust lay thick on the I 
cheap-looking clumsy furniture and the old-fashioned 
letter presses; and to go from one department to an¬ 
other meant a long journey through narrow pass¬ 
ages and up three or four flights of stairs. 

I thought 'What a contrast’—and yet how char¬ 
acteristic of England where you get so often, side I 
by side, splendour and squalor, dust and dignity, 
modernity and age-old tradition—and I sometimes 
think it is this old type that the English prefer. I 

[The rest of the letter deals only with purely private 
and personal matters except, perhaps , the PS.) I 

*•***•#** I 

P.S.—As you will see from the address I have I 
become a ’typical Englishman’ and joined a club. 

Answers to Queries on page 161 

Byron double seven three oh; City double oh double 
four; Royal three eight eight seven; Central one eight 
double eight; Park one thousand. In a four-figure num¬ 
ber, where the first two or the last two numbers are the 
same, we use the word ‘double’, e.g. 6634 (double six three 
four), 3466 (three four double six), 6666 (double six double 
six). But where the two middle numbers are the same, 
we do not use the word double , e.g. 3446 (three four four six). 
The numbers 1000, 2000, 3000, etc., are one thousand (not 
one oh double oh), two thousand, three thousand, etc. 

A toll call is one made to any exchange outside a ten- 
mile radius from Oxford Circus, London (within that area 
it is a local call’), but within a radius of, roughly, 60 miles 
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from London (a map of these exchanges is on page 12 of 
the London Telephone Directory). 

Trunk calls are calls outside the toll area. 

The number that the operator spelled out was 'Speedwell 

5522 / 

EXERCISES 

A 

I. Word Study . Explain and use each of the following in 
sentences: 

Anxious (note pronunciation ['serj/as] and the pronunciation 
of the noun anxiety [aeTj'zaiith), efficient (what is the corre¬ 
sponding noun?), ceiling (compare sealing), atmosphere (use 
also sphere , hemisphere, stratosphere ), draught, concession (the 
corresponding verb is to concede), to pore (compare to pour), 
individual, hygiene, subtle (note the 'silent’ letter), discourage 
(use also courage, encourage), ledger (not lodger), documents, 
safe (as a noun and as an adjective, use also save), furniture, 
create (use also creature , creator , creation), photograph (mark 
the accent on this and on photographer and photographic) 
reproduction (what is the corresponding verb?), stick (two 
meanings), meter (compare metre), communication (use in two 
ways), subordinate (what is a subordinate clause?), trunk 
(three meanings), operator (use also operate, operation , opera), 
reassure (use also assure, insure , ensure), encounter (a noun 
and a verb), automatic (what is the meaning of auto -? what is 
an autobiography , automobile, autograph ?), dial (as a noun and 
as a verb), sign (give the corresponding noun), concrete, gloomy, 
clumsy, flight (three meanings), squalor (the corresponding 
adjectives is squalid), modernity (note the accent Tmodomiti' 
compared with modern [ modanj), age-old (compare with old age). 

II. Use the following phrases or idioms in sentences: 

ettrng on reaching up; free from; I must admit: face to 
ace; agreeably surprised; in any way; apart from the fact; 
up-to-date in addition to; according to; get into the wav of; 

nothing to do with; clear off; without comment; at a glance; bv 
the way; I had better not; a week ago. * ' 

clauses T e T thC WOrds 0r P hrases in italics into subordinate 

The high windows reach up to the ceiling. 
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The windows which are high reach up to the ceiling. 

On entering the office you are impressed by the good furniture. 
When you enter the office you are impressed by the good 
furniture. 

(1) There is a Warehouse Department including the Stock 
Control, Packing and Delivery Departments. 

(2) The open windows let in the fresh air. 

(3) There is a very efficient system of air-conditioning. 

(4) In the outside rooms, noisy with the street traffic , we 
keep the windows closed. 

(5) There is an excellent system of central heating, auto¬ 
matically controlled . 

(6) I have found the daylight lighting a great boon on dark 
days. 

(7) The desks are arranged to discourage conversation . 

(8) There is a machine for stamping letters. 

(9) For communication between departments there is a 

dictograph system. 

(xo) I can’t understand the phrases used by the operator. 

(11) When requiring a number , you lift the receiver and dial 

it. 

(12) In cases of difficulty, dial O. 

(13) Each employee on entering turns an operating handle. 

(14) On going home all the employees sign off. 

(15) To go from one department to another was a long 

journey. 


B 

I. What is (a) air-conditioning. (6) central heating, 
(c) a roll-top desk, (d) a ledger. (0) a dictaphone. (/) a 

(g) a franking machine. (A) a toll call, (/) a trunk calL (ft) a 
time recorder. (I) an automatic telephone. 

II. How would you ask for these numbers? 

Mayfair 2448; City 6744; Central 3322; Whitehall 1212: 

Bayswater 2000; Sloane 0058; Langham 3 °° 7 * Royal mi 
Primrose 2777; Park 2600. 

III. What would you understand if the telephone operate: 
said: 

(а) ‘Number please?’ 

(б) ‘You’re through.* 
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(c) ‘Trying to connect you.' 

(d) ‘Insert three pennies, please.' 

(e) 'Number engaged.' 

(/) ‘Hold the line please.' 

(g) ‘Have they answered ?' 

(A) 'There’s no reply.' 

IV. Describe (a) How you make a telephone call. 

(6) How a franking machine works. 

(c) How to use a dictaphone. 

V. Write a description of a well-equipped modem office. 

VI. Discuss the relative advantages and disadvantages of a 
big office and a small one. 

The Invoice Department 

The Invoice Department takes all the necessary details 
either from the original order or from a special Order Book 
or Card. It has to work in close co-operation with the 
Warehouse and Despatch Department. Orders or forms 
must be carefully annotated, lines which cannot be de¬ 
livered from stock must be marked, etc. The terms are 
usually noted on the order by the Sales Manager or a 
special Credit Control working in connection with the 
Ledger Department. 

The extension of invoices, i.e. the working out of their 
amounts, is facilitated by Ready Reckoners and Discount 
Tables which at first will be strange to a foreigner who has 
been used to working with a decimal system of currency, 
weights and measures. But he will soon find them useful 
and, after some time, indispensable. More and more firms 
are now working with decimals of £ and are thus able to use 
calculating machines which not only speed up the work 
but eliminate errors. 

Every invoice has a number and the same number 
appears on all its copies. Some firms need a considerable 
number of copies for their organisation. One copy in 
numerical order is kept in the Invoice Department, a 
second goes to the Ledger Department, a third is used for 
working out commission for the agent or traveller—a 
different file being kept for each. A fourth is sent to the 
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traveller or agent to keep him informed; other copies are 
needed for internal use, i.e. analysing sales geographically 
or into categories of goods. For Export, as we shall see 
later, a still greater number of copies is needed. 

A normal typewriter could not give such a number of 
clear copies; special Billing Machines (Elliot Fisher) have 
been built for that purpose giving up to twelve copies. 

The Invoice Department writes out the Invoice , Le. the 
document which gives the customer all the details about 
the goods he has bought. It shows the quantity and 
quality or other necessary details of the goods despatched, 
the price per unit and their total cost, the date and way of 
dispatch (thus serving as advice note), the charge for 
postage and freight, the markings of cases or bales (often 
returnable) and the total amount owing. The terms are 
usually printed with instructions stating how and when 
payment is to be made and what Cash Discount (if any) 
can be deducted if payment is made on or before a certain 
date, e.g. 5 % Cash; 30 days 2 \ %; 60 days net. 

Cash Discount attd Trade Discount 

It is obviously in the interest of every firm to take ad¬ 
vantage of the Cash Discount whenever possible. To earn 
5 0 0 simply by paying the account on receipt of the goods 
is naturally a very strong inducement for every customer 
and the financial policy of a sound business should always 
aim at a reserve of liquid capital which enables it to 
deduct the highest Cash Discount. Prompt payment has 
other advantages too: it greatly enhances the reputation 
of a firm and strengthens its position in relation to its sup¬ 
pliers. A manufacturer or wholesaler will often be in¬ 
clined to accept a lower price if he can be sure of prompt 
payment, an 1 the customer therefore gains the double 
advantage of the cheaper price and the Cash Discount. 

The Trade Discount has an entirely different function. 
It is used for two purposes. Where ‘Proprietary Goods’ 
are sold they are often marked with the retail price. This 
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price is shown on the invoice but to allow the retailer an 
adequate profit a deduction of 25 % or 33 1 % or even more 
is made: this is the Trade Discount. The manufacturer or 
the merchant can give preferential prices to special cus¬ 
tomers, especially as we have seen, to prompt payers, by 
allowing a greater Trade Discount. The second purpose is 
to facilitate the working with catalogues. In many 
trades firms issue Price Lists and Catalogues, which some¬ 
times run into hundreds of pages, containing not only a full 
description of the goods which are offered but the prices as 
well. As market conditions fluctuate these prices are 
naturally subject to changes, but instead of ‘scrapping’ 
the whole catalogue, a variable Trade Discount is used and 
all that is necessary to effect price alterations is a letter 
informing the customer that the Trade Discount has been 
increased or reduced. 

The Pro Forma Invoice is a different form of invoice. 
It is like an ordinary invoice in that it contains all the 
details given in the usual invoice, e.g. number of goods, 
quality, price, etc. It is used (i) when the order is from 
a customer who is unknown or to whom the firm is not 
willing to give credit, and the buyer is informed either on 
the invoice or in a short letter that the goods will be sent 
on receipt of payment, (2) when the goods are sent on ap¬ 
proval, or (3) to let a customer know exactly how much 
the goods that he wants to buy will cost, including the 
cost of carriage, packing, etc. In other words, it is a 
special form of quotation. Fourthly, it is handed to the 
Customs authorities when goods are sent abroad. It is 
evidence of the value of the goods and from it the amount 
of duty payable can be reckoned. 

The Invoice Department also makes out the Debit 
Notes (D/N) or Credit Notes (C/N) correcting mistakes of 
overcharge or undercharge in accounting or making allow¬ 
ances for unsatisfactory goods or returns. The necessary 
information is taken from the Return Books, into which 

goods returned from customers or returned to suppliers are 
entered by the warehouse clerk. 
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The Accounts Department 

„Department might be termed the nerve 

“* re ° f the busmess. Every act and every transaction 

of the firm is recorded in its books. Letters and telegrams 

come m to it, cheques and bills are received and paid out. 

he never-ending flow of incoming and outgoing goods is 

reflected m the invoices and advice-notes with which it 

deals. It should, if properly run and organised, be able to 

give at any time correct and complete information about 

all matters concerned with the affairs of the firm; and the 

recording of all this unceasing activity involves an almost 

bewildering variety of books, forms, filing systems and 
machines. 

It is not intended in this book to give a detailed descrip¬ 
tion of book-keeping but simply a general idea of the work- 
mg of a modem Accounts or Ledger Department and some 
of the technical terms connected with it. 

The Ledger Department got its name from its principal 
books, the Ledgers. In these books is a separate account for 
every person or firm from whom goods are bought or to 
whom they are sold. The supplier is credited for his goods 
in the Bought—or Purchases—Ledger; the customer is 
debited for goods sold to him in the Sales Ledger. These 
two books are called the Personal Ledgers because thev 
contain personal accounts only* The Impersonal Ledger 
on the other hand holds accounts for goods, capital, plant, 
interest, rent, depreciation, profit and loss, etc. Ledgers 
are as a rule heavy voluminous books, generally now of the 
Loose-Leaf type in which an ingenious mechanism allows 
the insertion of accounts sheets where they are wanted and 
their removal, if and when they are no longer needed, 
either because they are full or because the account has 
been dead for some time. 

It is therefore possible to keep in these ledgers, and in 
any desired arrangement—either alphabetical or geo¬ 
graphical—only those accounts which are actually wanted. 
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end. of the book which make the working with the old- 
fashioned bound ledger so awkward and slow. 

In addition to the Ledgers, the Accounts Department 
uses a number of ‘subsidiary books', for example, the 
Sales Day Book, the Cash Book, the Purchases Book, the 

, the Journal, etc., and every transaction is 
posted into its appropriate book before it is put into one of 

the Ledgers. For that reason they are also called ‘books 
of first (or original) entry’. 

From the Loose-Leaf Ledger to the Duplicating system 
is only a step. Here, the ledger sheets are not held together 
by * he mechanism of the ledger but stand upright in a 
Cabinet. The fundamental difference between the two 
systems is this: mstead of posting first the books of original 
entry and then transferring eveiy item from there into the 
ledgers, with the Duplicating system you make the entries 
from the original document direct to the ledger account. 
By means of a carbon these entries are automatically 
copied on Journal—or Control sheets. Separate sheets 
are used according to the nature of the entry recorded, e.g 
for sales, purchases, cash, expenses, etc. These sheets are 
collected in special holders and thus become the books of 
ffmt entry. Sales Book, Purchases Book, Cash Book, etc. 
This method is, of course, very labour-saving and prevents 
those mistakes which, naturally, are unavoidable when 
thousands of entries have to be posted from the subsidiary 
books into the ledger. Another advantage of the Dupli¬ 
cating method is its flexibility: by using two or even three 
carbons, statements, travellers’ commission accounts or 
advice notes can be prepared simultaneously whilst special 

columns allow for the analysis of purchases, sales , over¬ 
heads, etc. 


As the basic principle of modem book-keeping is the 
Double Entry’ (i.e. for every debit in one account another 
account must be credited and vice versa) it is only neces¬ 
sary to cast the Control sheets after all entries have been 
made for the day; if the total of the debit columns equals 
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the total of the credit columns the head book-keeper 
knows that all his postings are correct, a very simple but 
very reliable check. Any mistake in posting can be traced 
easily by checking the original documents with the Journal 
sheet, without the tiresome tuming-up of every account in 
a bound ledger. 

The latest development in book-keeping is the big 
Accounting Machine, by which everything is done auto¬ 
matically. These machines are, of course, suitable only 
for big concerns with many thousands of entries per day. 
It is the proof of efficient management to adopt the system 
which is best suited for the type and size of the firm. 

The Cash and Bill books are often kept in a special Cash 
Department with the Cashier at its head. Cheques and 
cash, either received or paid, are posted into the Cash 
books; similarly Bills, payable or receivable, are entered 
into the Bill books. Obviously where a duplicating book¬ 
keeping system is used the Cash Department has to be 
part of the Accounts Department. The Cash and Cheques 
received are daily paid into the bank and at frequent 
intervals the chief clerk or the cashier checks whether his 
account agrees with that of the bank. For this purpose he 
makes up what is known as a ‘Reconciliation account’. 
Some cheques may have been sent out to suppliers and 
have not yet been presented at the bank, and these 
amounts must be deducted from the balance shown by the 
bank because they have already been recorded in the firm's 
account. On the other hand, cheques may have been 
paid into the bank and added to the balance in the firm’s 
books but not yet been credited by the bank (it takes 
generally two to three days) and these sums must be added 
to the balance shown in the Pass Book. 1 

The head of the Cash Department is the Cashier, the 
guardian of the firm’s money. It is his duty to take 
charge of the cash received, to issue receipts, to pay money 
into and draw money from the firm’s bank, and to pay it 
out where necessary in the course of business. He will 

1 See p. 262. 
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generally, too, be responsible for ‘petty cash' payments, for 

which purpose he will give each week a certain sum (called 

a ‘float') to a clerk or typist, who will then pay the small 

expenses for such things as bus fares, telegrams, taxis, etc* 

At the end of the week the clerk makes a return of the 

amounts expended and receives from the cashier a 

cheque made out to ‘Petty Cash' which brings the ‘float' 

up to the original amount. This is called the Imprest 
system . r 

The work of the Ledger Department is, of course, not 
limited to the mere keeping of the books of the firm; it is 
at the same time responsible for the collection of the 
accounts. It goes without saying that this is a very im¬ 
portant part of the work of the department; careful super¬ 
vision of the accounts not only prevents losses, it also en¬ 
sures the punctual return of the capital and gives the firm 
its use for new transactions. The earning capacity of the 
money invested in the firm depends greatly on its turnover, 
and prompt receiving of money due to a firm makes pos¬ 
sible prompt payment of its own debts and the ability to 
take advantage of the highest possible Cash Discount for 
prompt payment. In trades working on a very small 
margin, the income from Cash Discount often forms a con¬ 
siderable part of the year's profit. 

The first step in the collection of the accounts is to send 
the Customer a Statement , which in effect is a simplified copy 
of his account in the firm's books. It actually serves two 
purposes: it enables the customer to check whether the 
statement agrees with his books and at the same time it 
acts as a gentle reminder that the account will fall due at 
the date shown on the statement. The statements are 
sent out either monthly or quarterly on whatever terms 
have been arranged between the customer and the Sales 
Manager or Traveller when the account was first opened. 
These terms are noted at the head of the Ledger account 
and the head book-keeper runs through his books at regu¬ 
lar intervals to see which accounts have to be rendered. 
This job is much simplified where a Duplicating system is 



THE CONTROL AND ORGANISATION OF BUSINESS 175 










_ 

>*■1 t \ (*■ * 


& 


t* 


v 




As 






c \ 


r; 


nr 


** 






Jjro 


-^T 


*// 


ij '7 


w f - 

jcrj <1^ ( A/ 

yf f 


il ^ ^ 


1 





-- 


/3 ttj 

4 t 7 ^ 
/lot 

#r *1 ^ 

#; f * 


« 0 f 


fi ** rt 

<?* ? 

+ /j J ^ 


47 *0 // 


■**•*■ * 

t* nft^ 

3f »t 

f»1 *■ 



4# ft f 

1* * *•* 


4 f «ft f 

1 ^* T 


U it ^ 



^ „ ^*<ty**o 

-l 

r " — -*<V 


-r** 


os trti. 


4^ 



ton 

*- 

—* 

Sst. — m/ 


jf Ml 

ft M 
** 1 »* 

<L*k. 1 A-* 

it « ^ 


j© *■ f 


ftft 


If w t 



4* V J 

if ft* ? 

_ 







n \ 


. 1 

■-\ 




>' 


By courtesy of Kalamazoo, LlU. 


Duplicating Book-keeping System 



























































176 A COMMERCIAL COURSE FOR FOREIGN STUDENTS 
used because there the accounts can be marked with signal¬ 
glan« which accounts are due or overdue, which accounts 
are doubtful and need special supervision, and which 
^ h ave been stopped’ because their credit limit has 
teen exceeded. The writing out of all these statements 
means much work and there are several systems and 
vices to simplify it. The Duplicating system again 

£°/f s 1 here because it allows the statement 

to be attached to the account and every entry is not only 

duplicated on the Control sheet, but at the same time on 

me statement, which is simply detached when due. 

Accounting machines work on a similar principle The 

statements are then totalled, the date on which they 

are due is stamped on and they are sent off, usually in 

window envelopes to save the work of writing the 
addresses. ° 


The customer now checks the account to see whether he 
agrees with the items shown on the statement and if so, 
puts his cheque or postal order into the envelope and re¬ 
turns it with the statement to his suppliers. Sometimes 
the address is shown on the back of the statement and, by 
using the same window envelope, he, too, need not bother to 
WTite the address. The statement, however, has to make 
the journey a third time, this time receipted (and stamped 
with a 2d. stamp if the amount exceeds £ 2 ). If, however, 
the customer does not agree, he returns the statement and 

marks the items he wants to query and asks for details or 
a copy of the invoice. 

This way of rendering statements is not generally used 
on the continent and a firm which is not familiar with 
English business practice may be surprised to receive a 
statement before the account is actually due. 

The statement, as we have seen, contains the date on 
which payment is due. If payment is not received after a 
certain time a reminder is sent out, and if this has not the 
desired effect, it is followed by a second or, if necessary, a 
third. These reminders are very carefully graded and in 
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some firms the gradual change from the very mildest 
form to stronger and finally very definite terms is most 
skilfully done. If they are all unsuccessful, the chief clerk 
discusses his difficulty with the sales manager, who may 
make a personal appeal or ask one of his travellers to call 
and try to collect the amount due. In some cases, how¬ 
ever, a settlement cannot be obtained and the customer is 
now informed that unless payment is received within a few 
days, the firm must reluctantly hand the matter to their 
solicitors or to a Mercantile Agency. 

There is, of course, a two-way traffic in statements: they 
are not only sent out; they are received as well. With 
incoming statements the procedure is exactly the same; 
they are checked and paid if they agree with the firm’s 
Bought Ledger Accounts or returned and queried if they 
differ from it. 


The recording of purchases, sales and payments and the 
monthly routine of sending out statements goes on 
throughout the year, but at regular intervals it is necessary 
to check the correctness and completeness of all entries. 
For that purpose the head book-keeper draws up a 1 Trial 
Balance’. This is made in some firms quarterly, in others 
monthly or, with modem systems, it can be made weekly 
or even daily. It is obvious that the shorter the interval, 
the easier it is to find any mistakes that may have crept in. 
The essence of the Trial Balance is to show that the sum 
total of the Debit and Credit Balances of the Ledgers 
agrees with that of the Controls. At the same time these 
Trial Balances provide valuable information for the finan¬ 
cial management by supplying the figures for the weekly 
or monthly budget of the firm. Liabilities are analysed 
according to dates on which they became due, outstanding 
balances are grouped to allow a reasonably correct esti¬ 
mate of the amounts likely to come in during the current 
month, or within given periods. If the liabilities due at 
certain dates exceed the payments likely to be received, 
the firm can make the necessary arrangements with their 
bank in good time. 





178 A COMMERCIAL COURSE FOR FOREIGN STUDENTS 

The climax of the work in the Accounts Department 
approaches with the end of the financial year. All pre¬ 
parations are made for the drawing up of the Balance Sheet; 
all Ledger accounts are closed and balanced, and ruled off. 
Each account is closely examined, bad debts are written off, 
adjustments axe made where necessary, and the balances 
finally taken out on Valuation Sheets which form the basis 
for the amounts shown in the Balance Sheet. The actual 
completion of the Balance Sheet and the Profit and Loss 
account is in many cases done by theAuditors of the firm, 
who are supplied with the necessary material by the various 
departments. 

The Auditors 

When we were discussing Limited Companies we noted 
that one of the first acts after the formation of the com' 
pany was the appointment of an auditor or auditors to hold 
office until the next annual meeting. In the case of a 
. limited company no director or employee of the company 
can be an auditor to it. The regular examination of a 
company’s books and accounts is a legal obligation laid 
down in the Companies Acts and is incorporated in every 
company’s articles. For this ‘audit under statute’ the 
auditor is responsible, not to the directors, but to the share¬ 
holders by whom he is appointed. Every auditor has the 
right of access at all times to the books and accounts of 
the company and can demand all the information that is 
necessary for the carrying out of his work. 

When the Balance Sheet and the Profit and Loss Account 
are presented at the Annual General Meeting they must con¬ 
tain the auditors’ report which certifies that they have re¬ 
ceived all the necessary information, that proper books of 
account have been kept, that the Balance Sheet and Profit 
and Loss Account are in agreement with these books and 
that the accounts give all the information required by the 
Companies Act and represent a correct view of the com¬ 
pany's affairs. 

The reason for the provisions in the Companies Act de¬ 
manding an independent examination of the accounts is 



the control and organisation of business 179 

clear enough. It has always been one of the main purposes 
of the various Acts to protect the shareholder and the public. 
The latest Act of 1948 was brought in to tighten the regu¬ 
lations of the previous Acts and to close certain loopholes. 
The form in which the accounts have to be presented is 
laid down in great detail to make sure that shareholders and 
debenture holders receive all the information to which they 
are entitled. 1 Since the control of a company lies entirely 
with the directors and managers this is necessary to safe¬ 
guard the shareholder who himself is neither permitted nor, 
in most cases, qu alifi ed to examine the books. The auditor's 
certificate assures shareholders, partners and creditors of 
the accuracy of books and accounts. His experienced eye 
is the guarantee against errors made by carelessness, and 
the deterrent against fraud. 

The auditor's work, however, is not limited to the audit¬ 
ing of the Balance Sheet and the Profit and Loss account. In 
many companies, especially those of medium or small size, 
the auditor often prepares the final accounts and draws up 
the Balance Sheet under the instructions of the Directors. 
But then he is acting as accountant to the company and not 
in his capacity as Auditor under Statute. Other firms, part¬ 
nerships or one-man businesses, though not under legal ob¬ 
ligation to do so, often employ the services of the auditor 
and in many deeds of partnership it is specified that the 
Balance Sheet must be audited in order to avoid differences 
between the partners. Some of the smaller firms, too, pro¬ 
bably have not got the experienced staff to draw up a 
Balance Sheet; others do not want their employees to know 
too much of the position and the results of the business. In 
both these cases the engaging of an auditor solves the pro¬ 
blem. Nor must we forget the service that he can render to 
his clients by pointing out old-fashioned or inefficient feat¬ 
ures of their accounting and suggesting, on the strength of 
his experience gained in his work for many other firms, 
more up-to-date and satisfactory methods. 

1 It is, for example, now necessary to show all payments made to 
the directors in the form of fees, salaries, expenses, compensation, etc. 
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^ V ^ one other direction in which the auditor 
can be very helpful to the business man, viz. in the compli¬ 
cated matter of taxation. With income tax at its present 
high rate , 1 with surtax, purchase tax, and the newPav-as- 
you-Eam system of deduction of tax from wages and 
salaries, only a specialist can find his way through the maze 
of ever-changing regulations. Needless^ to sa\% the profes¬ 
sional accountant follows all these developments with the 
closest attention and is therefore able to answer the often 
highly difficult questions which arise in connection with Tax 
Returns and Assessments. The Inland Revenue Officials, 
too, will more readily accept the returns and declarations 
of a firm whose accounts are audited by a reputable firm of 
auditors. 

Letters 

Stock-Taking Circular 




C °RNMarket 


Norwich. 


15//1 December , 19 


Dear Sirs, 

As we are now beginning: our annual stock- 

V-' o 

taking we should be obliged if you would kindly 
send us a detailed statement of your account against 
us, up to and iucluding 31st December. 

Please send the usual monthly statement independ- 
entlv of this one. 

Thanking you, we are 
Yours faithfully, 

per pro Dobson and Baxter, 

J. Butterworth (Chief Accountant). 


1 9s. 6d. in the / (1951). 
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Request for Settlement of Account 



PRINCES DRIVE UXBRIDGE 


30 th November, 19—. 

C. E. Eckerslev. Esq. 

! Dear Sir, 

I \\ e should very much appreciate it if you 

J would be kind enough to reply to our letter of the 
j 9th inst. with reference to your outstanding account, 
j Me are shortly closing our books for annual audit, 

1 ^ d be b lad to receive per return vour 

j cheque for the small amount of 6s. jd. incurred in 
j September, to enable us to clear our books. 

1 \\ ith thanks in anticipation of vour kind and 

! prompt attention, 

We are, 

Yours faithfully, 

j George Reeves (Motors) Limited, 

! H. Johnson (Director). 

I Sept. A c. 6^. ,d. 
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Sticker (i.e. Notice attached to an account) 


To assist us in carrying on business wider the 
present difficult circumstances , your ready 
observance and settlement of this small 
account mil be most helpful and very much 

appreciated. 


1 
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CASH DRAPER 


14th May , 19—. 

The Reliance Trading Company Ltd., 

15, Park Street, 

Bristol. 

Dear Sirs, 

I am writing to confirm the order that I gave 
you this morning by telephone for: 

I gross yards silk cordelastic @ 22/- per gross 
yards. 

1 gross all elastic hair-nets (quality B.G.) dark 
brown, blonde and grey @ 40/- per gross. 

6 doz. ‘Dainty' type hair-curlers (small size) @ 18/6 
per gross. 

Terms 2l % monthly. Goods to be delivered car¬ 
riage paid within four days of order. 

Yours faithfully, 

J. Hardman. 
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i st September, 19—. 

The Reliance Trading Company, 

Park Street, 

Bristol. 

Dear Sirs, 

I enclose a cheque for £28 95. 6d. which, after 
a deduction of 2i % discount for cash, balances your 
account up to and including 19th August. 

The remaining items on the statement are for goods 
supplied after this date and consequentlv are not due 
until 1st October. Will you please, therefore, bring 
them forward to that account. 

Yours faithfully, 

J. Hardman. 



„ „ 20 th September , 10—. 

J. Hardman, Esq., 

Cathedral Street, Exeter. 

Dear Sir, 

Thank you for your letter of 18th September 1 
enclosing cheque for £28 9s. 6d. in settlement of your j 
account up to and including 19th August. \V r e note 
your remarks about the remaining items for goods 
supplied after 19th August and these items will be 
brought forward .to your next account. 

\ours faithfully 

w 

For Reliance Trading Company Ltd., . 

R. Wigfield. j 
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EXERCISES 

A 

I. Word Study . Explain each of the following and use in 
sentences: 

Nerve (use also nervous, enervate ), reflect, advice (two 
meanings* Use also advise) , credit (note several meanings), 
debit ['debit] (Compare pronunciation of debt [det]), deprecia¬ 
tion (use also the verb depreciate. The opposite is apprecia¬ 
tion] note the three meanings of this word), ingenious (use also 
the noun ingenuity [uK^in'juiiti]), mechanism ['mekanizamj, 
(use also, noting differences in pronunciation, mechanic 
[mi'ksenik], mechanical [mi'kaenikal]), simultaneous, duplicate 
(what do you think is the meaning of triplicate ?), deduct, 
expend (use also expand, expansion, expenses and expensive ), 
device, detach (give the opposite), query (noun and verb), 
mild, reluctant (the corresponding noun is reluctance ), solicitor, 
mercantile (what is the Mercantile Marine?), budget, climax, 
annual, incorporate (use also corporation , corpse [ko:ps], corps, 
[ko:], corpulent t), permit (use also permission), deterrent (verb 
to deter), client, maze (use also amazement), revenue, reputable 
(use also reputation. Note the different pronunciation), 
freight (not fright) , inducement (verb to induce). 

II. A certain amount of care is necessary with punctuation. 
If this care is not taken your meaning may not be clear. 
Each of the following sentences can have two meanings accord- 
ing to the way it is punctuated. Punctuate each in the two 
ways and explain the two resulting meanings. If you prefer 
to do so, re-arrange each sentence so that there can be no 
misunderstanding of the meaning. 

(1) The General Manager interviewed the clerk who had 
made the mistake in the accounts room. 

(2) Those are the goods that I received in the warehouse. 

(3) The foreman having walked past the workman laughed 

at the mistake. 

(4) The accountant said the clerk had added the figures up 
wrongly. 

(5) I will wear no clothes to distinguish me from my fellow 
workers. 

(6) This stone was put up here to the memory of John Smith 
who was accidentally shot as a mark of affection by his brother. 
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(7) No price too high 

(Some explanation is needed here. These are the cir¬ 
cumstances. An agent who had been asked by his employer to 
try to buy a picture for him sent word that the price demand¬ 
ed was £2000 and asked if he must buy at that price. The 
merchant sent the telegram that appears above.) 


B 

(Oral) 

I. (1) Why can the Accounts Department be considered as 
‘The nerve centre of the business* ? 

(2) What is recorded in the Ledgers? 

(3) What accounts does the Impersonal Ledger hold? 

(4) What type of Ledger is used in a modern office? What 
is the advantage of this type? 

(5) What are the ‘subsidiary books* in the Ledger Depart¬ 
ment? 

(6) Describe a Duplicating System. What are its advan¬ 
tages? 

(7) What are Cash and Bill books for? 

(8) What is a ‘Reconciliation Account*? 

(9) Describe the work of the Cashier. 

(10) What is the Imprest system? 

(11) What is a statement? What purpose does it serve? 

(12) What is a ‘window envelope* ? 

(13) When must a receipt have a 2d. stamp on it? 

(14) What is a ‘Trial Balance* ? What is its use? 

(15) When are the auditors to a company chosen? 

(16) What persons are not allowed to be auditors to a 
Limited Liability Com pan} 7 ? 

(17) What are the main purposes of the Companies Acts? 


(Written) 

II. Write a description of the work of the Accounts Depart¬ 
ment. r 

III. Give an account of the work of the auditors. In what 
ways is an auditor of assistance to a firm? 

Describe the work of the Invoice Department. 

V. Explain the difference between Trade Discount and Cash 
Discount. 

VI. What is a. pro forma invoice? When is it used? 
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Warehouse, Stock Control and Delivery 

We have studied the organisation for the buying and 
for the selling of goods, but there is, of course, a transition 
stage between these two activities, viz. the warehousing of 
goods. The office (whose work we have studied) records 
the movements of goods, but the clerk there who so care- 

—' ^ movements in his accounts perhaps 

never sees the goods themselves. The actual handling 
of the goods is done in the warehouse, 1 which is often en¬ 
tirely separated from the office, though, of course, close 
connection is maintained by telephone—usually by a 
private line or by correspondence. Besides this, copies 
of all documents for incoming and outgoing goods are sent 
both to the warehouse and to the office. 

The manufacturer often sends an advice note direct to 
the Head of the warehouse to notify him that goods have 
been despatched; in any case most firms have a duplicate 
of every inwards invoice sent to their warehouse. The 
warehouse is thus fully informed in advance of the arrival 
of goods and can make the necessary arrangements. 

When the goods arrive they are carefully checked to see 
if they agree in every respect with the order and the in¬ 
voice or advice note. The buyer himself or an experienced 
member of the staff with special knowledge examines the 
goods to make sure that they are undamaged and that the 
quality is up to the standard ordered or to the sample that 
had been submitted. If they are found to be all right they 
are entered into the Warehouse Receiving Book and from 
there into the Stock Control and are then taken into the 
warehouse. 

1 The warehouse is, of course, of paramount importance to the 
wholesaler, whose function it is to take goods from the manu¬ 
facturer and store them until they are required, and to serve as a 
reservoir from which the retailer can draw at his convenience. It 
is of similar importance to the import trader, to whom it affords the 
facilities for storage from the arrival of goods to their sale. 
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If, however, there is any discrepancy between the in¬ 
voice and the goods, if, for example, there is a shortage or 
an overcharge or if some of the goods are damaged, this is 
carefully recorded and reported to the office, which will then 
make out a Debit Note. Often the buyer will prefer to 
ask the supplier of the goods for a Credit Note to the value 
of the difference. The advantage of the Credit Note is 
that the seller by making the allowance admits the mis¬ 
take and so prevents further dispute. 

As we have seen, the wholesaler takes goods from the 
manufacturer when they are ready even if this is a long 
time before they are actually wanted. Consequently con¬ 
siderable quantities of goods gradually accumulate at the 
warehouse, and it is obvious that an efficient control and 
strict arrangement of the stock is essential. In a well- 
organised warehouse every article, and they sometimes 
number many thousands, can be found without searching. 



By courtesy of Milner* s Safe Co. Ltd. 

Storage System in a Modern ^Varehouse 
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Goods must be kept in good condition, protected from dust, 

dampness or, perhaps, too strong sunlight. Shop-soiled 
goods mean loss. 

When orders are received they are annotated by the 
sales manager and marked by the Credit Control. The 
amount of credit that is allowed to a customer is generally 
noted at the head of his account. If the credit allowance 
has been exceeded, or if this order would bring the amount 
beyond the allowance, then the sales manager or the ac¬ 
countant will write, as tactfully as possible, to the cus¬ 
tomer suggesting that a remittance should be sent. If 
the limit has not been exceeded, the order clerk in the 
Credit Control will initial the order to show that it is satis¬ 
factory and stamp it with a number so that it can easily be 
identified again. A copy will be kept for use by the In¬ 
voice Department, another copy will be passed to the 
warehouse, w here it can be checked with the Stock Control 
to see whether the goods ordered are in stock. If so, they 
will be looked out, collected and made ready for deliver}'. 
If they are ordered for later delivery they are put aside in 
a part of the warehouse specially kept for this purpose and 
marked with the date of deliver}'. 

It may happen that some of the articles ordered are not 
in stock; in that case the bulk of the order is sent off and 
the other articles follow f when they come in. To ensure 

w' 

that this is done a special Due Index is kept. In this, 
ever}' article has a special card on which the name of the 
customer, the article and quantity ordered, the order 
number and the date of delivery are noted. When the 

V 

required goods come in the respective Due Cards and the 
order are consulted, and the goods are despatched immedi¬ 
ately unless it does not pay to despatch them singly. In 
that case the Deliver}’ Department waits until a reason¬ 
able consignment has been collected and then despatches 
them. Urgent orders are specially marked on Due Cards 
and given preference. 

Stock Control. A good and efficient Stock Control is 

^■rF 

most important not only to ensure punctual delivery, 
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but in order to answer without delay any enquiry about 
goods in stock. In a modem business the Stock Control 
is kept as a Card Index; every article has its card on 
which all movements are recorded showing at a glance 
the stock on hand or any other information that may be 
desired. 

Few things impress a customer more than a prompt and 
correct answer even to a telephone enquiry. A modern 



By courtesy of the Shannon, Ltd, 

Visible Card Index 


and well-organised warehouse takes a special pride in its 
ability to gi\ e this and the trade is not slow to appreciate 
its efficiency. Lack of organisation and delav in answer¬ 
ing enquiries and executing orders have led to many dis- 
appointments. The best goods and the lowest prices are 
of no use to the customer if the goods arrive too late for his 
purpose, and he may 7 even refuse to accept delivery 7 . Many 
customers are lost by 7 inefficiency 7 at the warehouse. 
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A good Stock Control serves at the same time yet an¬ 
other purpose. It gives the directors invaluable informa¬ 
tion about the quantities in stock, listed, if necessary, into 
the various lines in which the firm trades. The buyer 
and the sales manager rely on this information for their 
policy of buying and selling. In every business there is a 
maximum and a minimum limit for stocks. If the stocks 
rise or fall beyond these limits, the business is adversely 
affected; if the stocks are higher than the turnover j ustifies, 
it means that too much capital is unprofitably tied up; if 
stocks are allowed to fall below the minimum then sales 
and the punctual delivery are endangered. 

The Stock Control is, or should be, connected with the 
Statistical Department by which means the correct line 
can be ascertained with reasonable exactitude. 

An important task of the warehouse is to attend to 
customers who call there in person. Several members of 
the warehouse staff with good all-round knowledge of the 
goods they want to sell, and pleasant manners, should be 
specially trained for this purpose. Few things are more 
detrimental to a firm than carelessness in this respect. 
Nevertheless, it is astonishing how many firms neglect this 
service to their customers. In most firms, however, the 
sales manager or his assistant is always ready to serve a 
personal caller and the effect of this courtesy is noticeable 
the next time a traveller calls at that customer's place of 
business. 

Stock-taking . The regular routine work of the ware¬ 
house is interrupted when the end of the financial year 
approaches. The warehouse has to supply exact data 
and details of the stocks to the Counting House for the 
purpose of the Balance Sheet. Preparations for stock¬ 
taking often start weeks before the actual date; goods are 
arranged in their respective classes, measured, weighed or 
counted. The results are compared with the Stock Con¬ 
trol, discrepancies are examined and cleared up. In big 
warehouses it takes several days, and during that time all 
other work is reduced to the absolutely necessary mini- 
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mum. In a retail business all the goods in the shop have, 
of course, to be included in the stock-taking, and the re¬ 
tailer, therefore, usually arranges a sale at reduced prices 
in order to clear his stock of many old oddments or of 
seasonable goods which might be out of fashion next vear. 
By this means he regains the use of the capital for new 
purchases and, in addition, simplifies the work of the stock¬ 
taking. 

When completed, the stock sheets are passed to the 
Counting House, where the actual valuation is done. This 
is based either on cost or on the market value, whichever 
is the lower. Goods which for one reason or another are 
difficult to sell are sometimes drasticallv written down. 
As this valuation essentially affects the Trading Account 
and consequently the Profit or Loss for the vear, it is 
usually done bv, or under the direction of, the manager or 
one of the directors. 

The Packing and Delivery Department is as a rule con¬ 
nected with the warehouse and partly staffed bv the same 
people. The men work in the warehouse during peak 
periods and in the Packing Department when work in the 
warehouse slackens and the orders which had accumulated 
there are sent out. Packing is an expert job and the safe 
arrival of the goods depends to a great extent on the work 
of the packer. Some businesses, especially Export 
Houses, employ firms of specialists for their overseas cases. 

^ e have noted that the warehouse is of great impor¬ 
tance to the wholesaler and his customer. But it must not 
be thought that the warehouse is a feature of the wholesale 
business only. Many retail firms, too, have their ware¬ 
houses, which they use for their stock reserve or for the 
goods that they want to store away after the season. The 
need of a special warehouse is obvious for retail firms with . 
many branches, and the big departmental stores often have 
warehouses in all important industrial centres. 
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BURR OUGH S WELLCOM E & CO. 


Tabloid. London 


A BC a 

Marconi international 



EUSTON 4477 


TABLOID HOLE 
LONDON 


LONDON. 


8 th December , 19—. 

Dear Sir(s), 

We regret to find that the returnable wooden cases 
listed overleaf, which were dispatched to you some con¬ 
siderable time ago, have not yet been received by us. 
Whilst we appreciate the transport problems, we are 

assured by the railway companies and carriers that there is 
no undue delay in the acceptance or transport of empty 


In order to avoid the necessity of our calling for pay¬ 
ment of the deposits, we shall be grateful if you will return 
the cases within the next fourteen days. 

Each case bears its reference number and the words 
‘Property of B. W. & Co.*. This will doubtless enable you 
to identify them. 

Yours faithfully, 

Burroughs Wellcome & Co. 


Please ignore this communication if these 
already been dispatched to us. 


cases have 
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I. Word Study . Explain and use in sentences the following 
words and phrases: 

Transition, sample (use also example and simple), discre¬ 
pancy, shop-soiled, remittance (use also admittance ), respec¬ 
tive (compare with respectable and respectful), urgent (use also 
to urge), preference (use also prefer and compare the accentua¬ 
tion), invaluable (compare with valueless) , maximum (what is 
the opposite?), ascertain (note the pronunciation and accentua¬ 
tion [zesa'tein] and compare with certain), exactitude (use also 
exact and exactly), ‘in person* (use also personal, personality ), 
detrimental, data (this word is plural. Its singular datum is 
seldom used except in the phrase ‘the datum line* or ‘datum 
lev el * i-®* 3 - starting-point or a basis of reckoning in measuring 
heights and depths. It is a mistake to use data, as some people 
do, in the singular), oddments (use also odd (two meanings), 
‘odds and ends 1 , ‘against heavy odds*, ‘four pounds odd*, ‘an 

odd glove*), goods are ‘written down', whichever (use also 
whatever, whoever, whenever, wherever, however). 


;™ ^h e acce nt in the following words and show any 

difference of pronunciation between words in the same group* 
Inside (noun) and inside (adjective); injure, injurious; 
industry, industrious; inform, information; increase (noun) 
increase (verb); import (verb) import (noun); impose, impost 
taon, illustrate, illustration; history, historical; insult (noun) 
insult (verb); invite, invitation; labour, laborious; hostile’ 
hostility; mystery, mysterious; music, musician; nation’ 
national; navigate, navigation; neutral, neutrality; noble’ 

nobihri- normal, normality; oblige, obligation; separate 
(adjective), separate (verb). 

(?) Induce the following to one-third its length. 

(2) Discuss the ideas in the piece; say how far you agree and 

how far you disagree with them. J 6 


The Functions of a True Merchant 

The essential reasons why the pastor, the doctor, or the 
soldier is more esteemed than the merchant will be found to be 
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in the fact that the merchant is presumed to act always sel¬ 
fishly. His work may be very necessary to the community; 
but the motive of it is understood to be wholly personal. The 
merchant’s first object in all his dealings must be (the public 
believe) to get as much for himself, and leave as little to his 
neighbour (or customer) as possible . . . 

The fact is, that people never have had clearly explained to 
them the true functions of a merchant with respect to other 
people. I should like the reader to be very clear about 
this. 

Five great intellectual professions, relating to daily necessi¬ 
ties of life, have hitherto existed—three exist necessarily, in 
everv civilised nation; 

The Soldier’s profession is to defend it. 

The Pastor’s to teach it. 

The Doctor's to keep it in health. 

The Lawyer’s to enforce justice in it. 

The Merchant's to provide for it. 

And the duty of all these men is, on due occasion, to die for 
it. 

“On due occasion", namely; 

The Soldier, rather than leave his post in battle. 

The Doctor, rather than leave his post in plague* 

The Pastor, rather than teach Falsehood. 

The Lawyer, rather than agree to Injustice. 

The Merchant—what is his "due occasion" of death? 

It is the main question for the merchant, as for all of us. 
For, trulv, the man who does not know when to die, does not 

m 

know how to live. 

Observe, the merchant’s function (or manufacturer’s, for in 
the broad sense in which it is here used the word must be 
understood to include both) is to provide for the nation. It 
is no more his function to get profit for himself out of thal 
provision than it is a clergyman’s function to get his salary 
This salary is a due and necessarv addition to, but not thf 
object of his life, if he be a true clergyman, any more than hi 
fee is the object of life to a true doctor. Neither is his fee th 
object of his life to a true merchant. All three, if true men 
have a work to be done irrespective of fee—to be done even a 
any cost, or for quite the contrary of fee; the pastor s functioi 
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being to teach, the doctor’s to heal, and the merchant’s, as I 
have said, to provide. That is to say, he has to understand to 
their very root the qualities of the thing he deals in, and the 
means of obtaining or producing it; and he has to apply aU his 
wisdom and energy to the producing or obtaining it m perfect 
state, and distributing it at the cheapest possible price where it 

is most needed. . ... 

And because the production or obtaining of any commodity 

involves necessarily the agency of many lives and hands, the 
merchant becomes in the course of his business the master and 
governor of large masses of men in a more direct, though less 
apparent way, than a military officer or pastor, so that on him 
falls, in great part, the responsibility for the kind of life they 
lead: and it becomes his duty, not only to be always considering 
how to produce what he sells, in the purest and cheapest form, 
but how to make the various employments involved in the pro¬ 
duction or transference of it, most beneficial to the men em¬ 
ployed. 

And as into these two functions, requiring for their right 
exercise the highest intelligence, as well as patience, kindness, 
and tact, the merchant is bound to put all his energy, so for 
their just discharge he is bound, as soldier or doctor is bound, 
to give up, if need be, his life, in such way as it may be 
demanded of him. Two main points he has in his providing 
function to maintain: first, his engagements (faithfulness to 
engagements being the real root of all possibilities in com¬ 
merce); and, secondly, the perfectness and purity of the thing 
provided; so that, rather than fail in any engagement, or con¬ 
sent to any deterioration, adulteration, or unjust or exorbi¬ 
tant price of that which he provides, he is bound to meet 
fearlessly any form of suffering, poverty, or labour, which may, 
through maintenance of these points, come upon him. 

Again: in his office of governor of the men employed by him, 
the merchant or manufacturer is invested with a distinctly 
paternal authority' and responsibility. In most cases, a 
youth entering a commercial establishment is withdrawn alto¬ 
gether from home influence; his master must become his 
father, or else he has, for practical and constant help, no father 
at hand; in all cases the master's authority, together with the 
general tone and atmosphere of his business, and the character 
of the men with whom the youth is compelled in the course of it 
to associate, have more immediate and pressing weight than 
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the home influence, and will usually neutralise it either for 
good or evil; so that the only means which the master has of 
doing justice to the men employed by him is to ask himself 
sternly whether he is dealing "with such subordinates as he 
would with his own son, if compelled by circumstances to take 
such a position. 

Supposing the captain of a ship saw it right, or were by any 
chance obliged, to place his own son in the position of a com¬ 
mon sailor: as he would then treat his son, he is bound always 
to treat even* one of the men under him. So, also, supposing 
a master of a factory saw it right, or were by any chance 
obliged, to place his son in the position of an ordinary workman; 
as he would then treat his son, he is bound always to treat 
every one of his men. This is the only effective, true, or 
practical rule which can be given on this point of political 
economy. 

And as the captain of a ship is bound to be the last man to 
leave his ship in case of wreck, and to share his last crust with 
the sailors in case of famine, so the manufacturer in any com¬ 
mercial crisis or misfortune, is bound to take the suffering of it 
with his men, and even to take more of it for himself than he 
allows his men to feel; as a father would, in a famine, ship¬ 
wreck, or battle, sacrifice himself for his son.* 

From Unto This Last by JOHN ruskin (1819-1900) 


B 

I. (1) What is the transition stage between the buying and 
the selling of goods? 

(2) How is close connection maintained between warehouse 
and office? 

(3) How is the warehouse kept informed of the arrival o: 
goods? 

(4) Who examines incoming goods? 

(5) W hat is the procedure if a discrepancy between tin 
invoice and the goods is noticed? 

(6) W hat precautions should be taken with the ware 

housing of stock ? 

(7) W'hat is the work of the Credit Control? 

(8) If one or two articles from a big order are not in stoci 
what would be the procedure in the warehouse? 
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(9) What is the work of the Stock Control? 

(10) What should be its qualities? 

(11) What is stock-taking? 

(12) How can the work of stock-taking be simplified ? 

II. Describe fully the work done bv the warehouse staff. 

III. A fairly good customer sends your firm an order which 
would bring the amount he owes considerably aboye the credit 
that he is allowed. Write the letter which you, as Sales Man- 
ager, w’ould send him. Be tactful. 

IV. Do you think this is a good business principle, 'Buy 
your goods in the cheapest market and sell them at as high a 
price as you can’ ? 


The Balance Sheet, the Trading Account, and 

the Profit and Loss Account 

The result of the work of the complex organisation of a 
business firm with all its various departments is summed 
up and crystallized in the Balance Sheet. We have seen 
in the preceding chapters how the Accounts Department 
and the Warehouse contribute the information which is 
necessary for compiling the Balance Sheet. The figures 
are carefully examined bv the directors, doubtful accounts 

V v J 

are noted, and, if necessary, a special Reserve for Bad 
Debts is formed. Provision is made for any other con¬ 
tingency, e.g. future taxation. The depreciation of prop¬ 
erty, machines, furniture and fittings is met by writing off 
appropriate and adequate amounts. 

After the accounts have been audited and found correct 
by the auditors they are signed by the directors and the 
secretary and published with the Directors’ Report, which 
gives a short review of the past year, the present position 
of the company and the prospects for the future. Every 
shareholder receives a copy of the Balance Sheet and the 
Profit and Loss Account. These are closelv studied and 
scrutinized not only by the board of directors, but bv the 
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financial papers: the Financial Times, the Investor, the 
Economist , etc. 

Why is the Balance Sheet of such importance? The 
reason is that it gives the position of the firm at the end of 
its financial year, showing on one side the liabilities: 
creditors, bills payable, bank debts and the capital in¬ 
vested, and on the other side the assets: buildings and 
other property, plant and fixtures, stock-in-trade, debtors, 
cash in hand, bills receivable, etc. The corresponding 
figures of the previous year are given at the side for easy 
comparison. Liabilities are analysed under short dated 
and long dated liabilities and assets under fixed assets (e.g. 
plant, buildings, machinery) and circulating or current 
assets . Obviously fixed assets cannot readily be used for 
the payment of liabilities and even the circulating assets 
vary in their liquidity. Cash, investments and bank 
balances are immediately available, they are the most 
liquid assets. Debtors can be expected to pay within given 
periods which can be calculated fairly exactly. Goods, 
however, must first be sold and then have to wait for pay¬ 
ment; they are less liquid. This point must be carefully 
watched to ensure that sufficient liquid assets are avail¬ 
able to meet liabilities when they are due. 

The Balance Sheet is important, too, because the value 
of the ‘goodwill', i.e. the benefit that a company gets from 
its reputation for efficiency, honesty and sound finance, 
depends largely on the picture that the Balance Sheet 
presents. Again, if the firm wants a loan from the bank, 
the Balance Sheet will be very carefully studied by the 
bank's advisers before the loan is granted. 

We give a Balance Sheet and the Annual Report of a 
well-known Joint Stock Company on page 207, but before 
we examine these in detail we must first look at two other 
accounts which are of special significance: the Trading 
Account , and the Profit and Loss Account . 

The Balance Sheet is the Statement giving all the essen¬ 
tial facts relating to the financial position of the firm; the 
Trading Account and the Profit and Loss Account show 
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the financial result of the year’s trading. Whatever may 
be said to the contrary and whatever may be our opinion 
regarding the desirability of the profit motive, it remains 
true that under our present economic system business is 
run for profit, that is to say, the business man expects for 
all his work and energy, for the risks he has taken and the 
money he has invested, an adequate reward in the form of 
profit. If he is unable to achieve that, something must be 
wrong in his business. The Trading Account and the 
Profit and Loss Account will give him the information 
which may enable him to solve his problems. 

The Trading Account shows the Gross Profit, i.e. the 
profit (or loss) resulting from his Purchases on one side and 
his Sales on the other without, however, taking into ac¬ 
count any expenses. It shows on the left side the Stock 
on hand at the beginning of the period, the total amount 
spent on purchases during the year and the profit, if any. 
On the right are the total sales, the Stock at the end of the 
financial year and, if there was one, the loss during the 
period. 

Let us take a simple example: a trader starts the year 
with a stock of £300; he buys during the year goods to the 
extent of £800. His Sales on the other side amount to 
£1,050 and he finds that his Stock at the end is £400. To 
balance this account he has to put a balance under the 
items shown on the left and this balance represents his 
Gross Profit . 


Tfading A ccount 


jjr.J95r. 

Stock on hand - 
Purchases - 
Balance being Gross 
Profit - 


£300 

800 

350 


3112.51 

Sales 

Stock 


£1.050 

400 


£1450 


£1.450 
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If his Sales had been only £600 and the other figures 
remained unchanged the balance would have been on the 


‘wrong’ side; he would have lost ixoo. 


Stock on hand - £300 
Purchases - - ~Soo 

Sales 

Stock 

Gross Loss 

/600 
- 400 

100 

/l,I00 


/l,IOO 

JNJ 9 


The Total Sales, or to use the technical term, the Turn¬ 
over, is a figure eagerly watched by every business man; he 
knows that its rise reflects development and progress. But 
he will examine, too, the rapidity of the turnover, i.e. the 
ratio between stocks and sales. Assuming that in the first 
example the average stock held during the year was £300 he 


sees that he has turned over his stock 3i timesf——* = 3d 

V300 Di J 

and he can now find out how this compares with previous 
years. If he finds that the turnover has slowed down he 


=3i) 


has two possible courses of action; he can make a special 
effort to push up his sales or he can try to keep his average 
stock at a lower level. If he can do both, so much the 


better. 


He \\ill, of course, compare his Gross Profit with that of 
previous years, but if he simply takes the figures from 
Trading Accounts of various years the comparison may be 
very misleading. If, for example, the turnover had gone 
up by 25 ° 0 and the Gross Profit only by i0° o this M ould 
be far from satisfactory, but a simple comparison of the 
profit figures would not show the true state of affairs. For 
that reason it is far better to work in percentages; in this 
case he M v ould work out the Gross Profit as a percentage oi 


the Turnover, i.e. 


35° x 0 / 

-—:-003 /o* 

1050 


If this ratio has 


gone down he must investigate the cause. 

We have said that the Trading Account shows the Gross 
Profit, i.e. the profit before any expenses have been met; 
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the Net Profit is found by setting all the various expenses 
during the year against the Gross Profit. This is done in 
the Profit and Loss Account. This shows on one side the 
Gross Profit brought down from the Trading account and 
on the other side the expenses. If the sum total of the 
expenses is smaller than the Gross Profit this balance 
represents his Net Profit for the year. 

Let us take a very simple example again: 


Profit and Loss Account for the year 1.1.1945 to 31.12.1945 


Dec. 

£ 

Dec. £ 

30. To Rent and Rates - 

50 

30. By Gross Profit - 350 

,, Wages and Salaries 

125 


„ Light and Heating 

15 


„ Insurance - 

5 


,, Telephone, Telegrams and 


Postage - 

5 


„ Packing and Stationery 

10 


„ Net Profit - 

140 



£350 

£35° 


This Net Profit of £140 is the result of all his efforts and 
enterprise and he will, therefore, examine this most im¬ 
portant figure very closely. Again, he will not simply 
compare the amount of one year with that of another be¬ 
cause the conditions may have been entirely different. He 
will be especially interested to know how this Net Profit 
works out as a percentage of the Turnover. This is the 
equation which gives him the answer: 


140 x100 
1050 



Interesting as this figure is by itself, it does not acquire 
full significance until it is compared, not only with the 
corresponding figure for previous years but, if possible, 
with those of other firms in the same trade. Many Trade 
Associations for this reason publish average figures and 
their members are thus able to see whether their own per¬ 
centage is higher or lower than the average. 

The other question our trader has to investigate is the 
yield the Net Profit gives him on his capital. To find out 
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the percentage he multiplies the Profit by ioo Rod divides 
this sum by his capital. Assuming his capital is £850, this 

would be his equation— 

x4qxioo tA ^ 0/ 

850 47 /o * 

Obviously, if his return was smaller than that which he 
could obtain by some other investment, e.g. by buying 
shares or Government securities, neither his work nor the 
risks he has taken and which are inherent in every business 
undertaking would have been worth while, and he must 
look for the reasons for this disappointing result. 

He will probably first of all look into his Expenses, 
which have a nasty tendency to rise, a tendency which is 
only too well known to every business man. If the ratio 
of expenses to turnover has increased, the Net Profit will be 
affected. Here again a simple equation helps to check the 
rate of expenses from year to year. The expenses, as 
found in the Profit and Loss Account, multiplied by 100 
and divided by the Turnover, as shown in the Trading 
account, will show him his expenses as a percentage of his 

turnover, i.e. 


210 x100 
1050 


=20%. 


That means his expenses are 20% of his turnover, w 
every f he sells he knows he has 4/- expenses or, to use the 
2 d term, his 'overheads’ are 20%. If he Verdes he 
has to cut down his overheads he will soon find that cer 
tain items, the ‘fixed expenses’ like rent and rates,heating, 
etc are more or less static irrespective of whether the 
sales go up or down. The other category, the variable 
expenses’ like wages, insurance telephone, 

turnover although they go neither up nor down 
the same proportion. An increase in turnover will almost 
certainly improve the ratio of his overhead* andno effort 
will therefore be spared to promote sales. The other 
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alternative is, if course, to see whether any working ex¬ 
penses can be reduced, but the merchant must always 
keep in mind that this economy must on no condition have 
an adverse effect on efficiency or service. 

A systematic control of expenditure will go a long way 
towards improving the financial result and is well worth 
the small amount of additional work involved. 

Another consideration may be useful. We have seen 
that his purchases amounted to £800, but no profit from 
discounts is shown in the Profit and Loss Account because 
our merchant settled his statements net. Perhaps he was 
of the opinion that with his small capital, he could not 
settle accounts weekly or monthly and thus obtain a dis¬ 
count of 5% or 2j%. But he might consider the possi¬ 
bility of getting a loan from his bank or of arranging an 
overdraft. The amount required would be rather small, 
the cost of it negligible and far outweighed by the extra 
profit gained by prompt payment. The cost of the credit 
would probably in his case amount to not more than £5 
and the discount, even if it were only 2 \ %, would come to 
£ 20. Moreover, our merchant, paying ‘cash down 1 , 
would in all probability be able to get lower quotations 

from his suppliers and thus still further increase his 
profits. 


EXERCISE 

A 

I. Word Study . Explain and use in sentences: 

Review, scrutinize (use also the noun scrutiny ), fixture, 
sound (as an adjective and, with a different meaning, as a 
noun and a verb), loan (what is the corresponding verb?), 
motive (use also motion), turnover, ratio (use also rate and 
ration), assume (use also the corresponding noun assumption 
[a SAmJan], investigate (use also investigation) , enterprise (use 
also entrepreneur [ontrapre'na:]), equation (use also equal , 
equalise , equality), yield (as verb and noun. Note the other 
meanings), inherent (compare adhere which comes from the 
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same root, and the adjective adhesive = sticky, e.g. adhesive 

tape), o\ erheads, alternative, overdraft (use also overdraw and 
draught). 

Accounts and Annual Report of a Public Limited Company 

The accounts we are reproducing are those of one of the 
leading chain stores. They are accompanied by a State¬ 
ment by the Chairman of the Company in which he gives a 
concise review of the year’s trading. He makes a number 
of observations which enable the shareholders to form an 
opinion about the affairs of the Company and the general 
policy of the directors. 

The greater part of the Chairman’s statement is taken 
up by comments on the more important figures in the 
Balance Sheet and the Profit and Loss Account. As all 
items in the accounts are numbered it is very easy to fol¬ 
low his explanations; we are using the same numbers in the 
remarks which follow. 

Let us look at the Balance Sheet, taking the Liabilities 
first. e find that the whole Authorised Capital has been 
issued; the authorised and the issued capital are, there¬ 
fore, in this case identical. The total capital of £12,500,000 
consists of £5,000,000 6% Cumulative Preference Shares 
and £7o°°>ooo Ordinary Stock. 1 On the left-hand side 
the corresponding figures for the previous year are given 
for comparison. 

The next item, Revenue Reserves (2), contains the 
Development Reserve and the General Reserve; the 
Chairman explains in his statement the necessity for 
increasing the one and creating the other. Item 2c is the 
balance of the Profit and Loss Account which is carried 
forward to next year; it appears again as item 18 at the 
bottom of the Profit and Loss Account. An amount ol 
£3,700,000 is reserved for future taxation. Under the 
next heading (3) the Provisions are shown which have 

1 This £7,500,000 consists of 30,000,000 five-shilling units. (Th< 
difference between Stock and Shares is purely technical.) 
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been set aside for depreciation of Freehold and Lease¬ 
hold 1 Buildings and for the Staff Pension Fund. Current 
Liabilities (4) include the amounts due for taxation, the 
amounts owed to creditors, and, lastly the Final Dividend 
and the Bonus which the directors are proposing at the 
General Meeting; the amount shown under 4 d corresponds 
with the items 17c and 17^ in the Profit and Loss 
Account. 

On the other side of the Balance Sheet we find the 
Assets. The first three items: Freehold Properties, Lease¬ 
hold Properties and Fixtures and Fittings form the Fixed 
Assets (5), i.e. Assets which are not readily available for 
meeting Liabilities. It is interesting to note the enormous 
amounts which have been written off. The next two titles 
are Investments (6) and Current Assets (7). The market 
value of the investments exceeds the book value by about 
£190,000. We can assume that Stocks have been valued 
very conservatively too and contain a considerable 
reserve. On the other hand the figure shown for Amounts 
Receivable (7 b) which includes the amounts due from 
Debtors, is by far the smallest in the whole Balance Sheet. 
This may seem surprising if we think of the enormous 
turnover of the concern. A simple consideration will, 
however, give us the reason. We have seen in a previous 
chapter that the retailer generally is reluctant to sell on 
credit, but in this company, as in most chain stores, it is a 
strict principle that all sales are made against cash and the 
firm has, therefore, only a negligible amount of outstand¬ 
ing debts. The picture would, of course, be entirely 
different in the Balance Sheet of a wholesaler where 
practically all sales are made on credit and where the 
debtors often grow to a very formidable sum. By con¬ 
trast, Cash (yd) at over £14,000,000 is the biggest single 
item in the accounts and is more than sufficient to meet all 

1 Freehold property is property over which the owner has com¬ 
plete rights; he owns it completely. 

Leasehold property is property which the owner has on lease, 
i.e. for a certain time for payment of rent. 
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Current Liabilities. The liquidity of the firm is extra¬ 
ordinarily high. ,. . , „ 

The Profit and Loss Account which follows is given in 
three sections. The first shows the Trading Profit (19) less 
Depreciation on Properties (8), Buildings (9), and Fixtures 
(10), and the payments which have been made to the 
Directors (11), leaving a Net Profit before Taxation of 
almost £10,000,000 (12). The second section shows that 
Taxation (13) takes more than half of this amount reduc¬ 
ing it to £ 4 , 487.247 ( 14 )- No wonder that the Chairman, 
in his statement, complains of the heavy burden of taxa¬ 
tion. The Net Profit is brought down into the third sec¬ 
tion (22) and the Balance brought forward from last year 
is added (24). The debit side of this section shows how 
the directors propose to use (or appropriate) the a.\ adable 
total. This part of the Profit and Loss Account is there¬ 
fore often called Appropriation Account. After allocating 
the amounts required for Reserves (16) and for Dividends 
and Bonus (17) there remains a balance of oyer £8,000,000 
which is carried forward and will appear in next year ^ 
accounts. The accounts are certified by the Company a 
auditors in their Certificate which agrees with the require- 

paid 3% in dividends and bonus on the 5/- sha f e - * 

is far above par; during 1948 it varied from 76/- togtf- 

IhZt wldch are the result of the conservative pokey of 
the directors of ‘ploughing back' part of 

thfSg financial position of the finn .and theexcetefi 
trading rLlts justify the cautious optumsm wtth wind, 
the Chairman's statement concludes. 
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F. W. WOOLWORTH & CO. LIMITED 


Mr. B. E. UFFINDELL’S STATEMENT 1 
ON ACCOUNTS for 1948 


The Directors” Report and Balance Sheet for the year ended December 31st, 1948, is 
in your possession. 

All things considered, I feel that the trading result for the year under review may be 
regarded, to say the least, as satisfactory, and is entirely due to the very excellent work 
and loyalty of the Company's entire staff, both in the stores and offices, together with the 
loyal support and collaboration, initiative and enterprise of the Company’s many suppliers. 
Supplies and variety of goods have been easier but in many cases are by no means un - 
restricted. 

You will be aware from the published statistics and Press articles that 1948 has not been 
entirely free from trading difficulties, and it says much for the Company’s staff and 
suppliers that they have been able to surmount them to the extent disclosed by the 
accounts under review, and I take this opportunity to express on your behalf, and that of 
your Board, our appreciation of the loyalty and fine work done by the entire staff of the 
Company, coupled with our sincere thanks to our suppliers for their loyalty and support* 

Purchase Tax remains the main cause of the continuance of the high prices of many 
goods. It places a further burden on incomes which have already been depleted by direct 
taxation and is also one of the causes of demands for increase d wages. 

We all appreciate that taxes, and heavy taxes, are necessary under present conditions 
but they can be so heavy as to defeat their own object. 

Some easement of the present tax burden is needed if new life is to be infused into effort 
and enterprise* Should the Government reduce either direct or indirect taxation, they 
will get their reward by increased production and benefit of taxation on the higher earn¬ 
ings, which should result from increased turnover whether for Export or the Home Trade. 

You will note that all headings in the Balance Sheet and Profit and Loss Account have 
been numbered and I shall refer to these various headings by item number in dealing 
with the detail of the Accounts. 

The set-up of the Accounts closely follows that of last year, when they were made up to 
conform to the new Companies Act in advance of this Act coming into force, July 1st, x 948. 

Sales figures attained during 1948 create a record in the history of the Company, despite 
difficulties of trading, and far surpassed the record volume set up for 1947. Net Profits 
(Item 12) before taxation, also create a new record for the Company, though not of course 
to such an extent as the sales record, by reason of the lower margin of profit at which your 
Company traded for the year under review* 

Net Profits (Items 14 and 22), after taxation are not a record; this item was exceeded for 
each of the years from 1936 to 1939. Some misunderstanding respecting big profits, due 
largely to the fact that in most cases figures quoted were gross earnings before taxation, has 
existed in the minds of certain sections of the public, as pointed out by the Chancellor of 
me Exchequer at Bristol in February, 1948, your Company being quoted as an example. 
ITns year, we have endeavoured to clarify the position by showing Net Profits after 
taxation (Items 14 and 22) on the Profit and Loss Account. It is our intention to refer in 
future only to Profits after taxation. 

1 Partes of the statement that we thought of less interest to the student heve been omitted. 
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After Tax (Items 13a & b) there is left £4,487,247 for appropriations in terms of 
Dividends and prudent reservations for development of the business and contingencies. 

In keeping with Government wishes no increase in Ordinary Dividend or Bonus 
(Item* 17c & d) is proposed in these accounts, though it is to be hoped more freedom will 
be accorded private enterprise in the near future as an incentive to further effort. 

Item 2a—Development Reserve—your Directors are recommending the transfer of 
£500,000 against £150,000 in the 1947 accounts, which will bring this reserve up to 
£2,000,000—in the view of your Board, having regard to post-war building costs, etc., it 
is necessary to build this reserve up to a very substantial figure. 

Item 2b—General Reserve—your Board has deemed it advisable to create this new 
reserve as a contingency against the possibility of loss on stock due to fall in prices. 
Purchase Tax reduction or removal, as a supplement to excessive demands on the Item 23 
and to m eet any other unforeseen items which may arise. 

Item 2c—Carry Forward—this shows an increase of £184,487 after making appropria¬ 
tions and allowing for dividends. 

Item 3a—Obsolescence and Depreciation of Buildings now stands at £r, zoo 000 
having been increased as last year bv the sum of £100,000 (Item 9), but this amount has 
been included as a charge before arriving at Net Profit instead of, as in previous years, 
treating this as an allocation out of Net Profit. 

Item 3b—Staff Benevolent and Pension Fund at £561.702 closely approximates the 
figure of last year after the proposed appropriation below (Item 16c) of £200,000 against 
£t 10,000. The additional appropriation is partly due to additional pension benefits 
inaugurated in 1948 and to the 1947 appropriation being insufficient to meet demands for 
that year. 

Item 4—Current Liabilities—it will be noted that in total this item shows a reduction 
of £910,865. 

ITEM 5—Fixed Assets show a reduction on 1947 Accounts of £225,534, which is 
almost entirely due to normal write-off. offset somewhat by an increase in gross cost of 
Fixtures, Fittings and Furniture (Item 5c). 

Item 7—Current Assets—these in total show an increase over last year of £1,203,928, 
and the only items which I feel calls for any comment from me is Item 7a—Stocks. These 
are, comparative with sales for the year under review, considerably less than at the dose of 
1947. This, in view of the possibility of Purchase Tax reductions in the next Budget and 
the better values anticipated for 1949, either in regard to quality, price, or both, places 
your Company in a very enviable and fluid stock position, able to take full advantage of 
current up-to-date values; in fact, already this year (1949) Suppliers to the Company, in 
conjunction with our Buyers, have, by close and friendly collaboration, worked out many 
better values for the benefit of the consumer public and, providing no undue change 
occurs in materials, labour or in the economic or political field, we may expect this trend 
to continue. 

The work of your Company’s staff is backed up by loyal, efficient and enterprising 
Suppliers, and results prove that we have the goodwill and confidence of the consume] 
public. There are, and undoubtedly will continue to be, difficulties to be surmounted 
Nevertheless I take an optimistic view of 1949 prospects. 



THE CONTROL AND ORGANISATION OF BUSINESS 20 g 


REPORT OF THE DIRECTORS 

AND ACCOUNTS FOR THE YEAR ENDED 31st DECEMBER, 1948. 

To be presented at the 40th ANNUAL. GENERAL MEETING of the holders of 
Ordinary Stock to be held at CONNAUGHT ROOMS, GREAT QUEEN STREET, 
LONDON, W.C. 2, on Friday, the 4th day of March, 1949, at 11.4s o’clock in the fore¬ 
noon. 

The Directors have pleasure in submitting the Accounts for the year ended 31st Decem¬ 
ber, 194 S> 


£ 

3,927,825 


8,082,220 


12,000,045 

570,000 


165,000 


783*750 

10,646,295 


618,750 


150,000 


110,000 


*,528,750 


2 , 443,750 


825,000 


The Net Profit for the year, after Taxa¬ 
tion, has amounted to - 

to which must be added— 

Over-provision for Taxation in previ¬ 
ous year- - 

Balance brought forward from last 
Account - - - - - 


from which must be deducted— 
Transfer to Future Taxation Account 
Dividends paid during the year— 
Dividend on £5,000,000 6 % Cumu¬ 
lative Preference Stock less Income 
Tax at 9/— in the pound 
Interim Dividend on 30,000,000 
5/- units of Ordinary Stock at gd. 
per unit less Income Tax at 9/- in 
the pound - 


leaving a Balance now available 
The Directors propose the following 
further appropriations— 

T ransfer to D evelopment Reserve 
Transfer to General Reserve 
Provision for Staff Benevolent and 
Pension Fund .... 
Dividend and Bonus (to be paid on 
5th March, 1949)— 

On 30,000,000 5/— units of Ordinary 
Stock (Final) at 1/9 per unit less 
Income Tax at 9/— in the pound 
On 30,000,000 5/— units of Ordinary 
Stock (Bonus) at if— per unit less 
Income Tax at 9/— in the pound 


£ 

4,487,247 


199,740 

8,117,545 

12,804,532 


165,000 


618,750 


783,750 

12,020,782 


500,000 

750,000 

200,000 


1,443,750 


825,000 


3,718,750 

£^,^ 7*545 leaving a Balance to be carried forward - £8,302,032 

In accordance with Article 106 the following Directors retire, but, being eligible, offer 
themselves for re-election: G. F. Powers, L. H. Read, C. S. Watt, S. V, Swash, I. W. 
K t? R ’ K ‘ EiSKtNE, O. A. Hunter, W. J. Turner, J. L. Farmer. 

The retiring Auditors, Messrs. Baker, Sutton & Co., Chartered Accoun tan ts^, will be 
re-appointed in accordance with Section 159 (2) of the Companies Act, 1948. 

By order of the Board, 

R. J. BERRIDGE, 

Dated this 18th day of January, 1949. ^ 

NOTE: Under the Articles of Association holders of Preference Stock only are not entitled 

to attend and vote at this Meeting. 
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F. W. WOOLWORTH 

BALANCE SHEET AS AT 


1947. 


1. CAPITAL AUTHORISED AND 
ISSUED. 


£ 


5,000,000 

7,500,000 

*2, 500,000 - 


(o) £5,000,000 6% Cumulative Pre¬ 
ference Stock - 5,000,000 

(b) £7,500,000 Ordinary Stock - 7,500,000 

- 12,500,000 


2. REVENUE RESERVES. 


r, 500 ,000 


8,*17,545 
9,8*7,545 -- 


3,340,000 


(а) Development Reserve - - 2,000,000 

(б) General Reserve - 750,000 

(c) Profit and Loss Account Balance 

after proposed Appropriations - 8,302,032 

(d) Future Taxation: United King¬ 
dom Income Tax (Schedule D) 
for year ending 5th April, 1950, 
payable on 1st January, 1950 


11,052,032 


3,700,000 


3. PROVISIONS. 


1 , 100,000 

586,930 


1,666,930 


(a) Obsolescence and Depreciation 

of Freehold and Leasehold 
Buildings - 1,200,000 

(b) Staff Benevolent and Pension 

Fund ----- 561,702 


1,761,702 


4. CURRENT LIABILITIES. 

Taxation. 

(a) United Kingdom .Income Tax 
for year ending 5th April, 1949, 

3,926,000 payable on 1 st January, 1949 - 3,681,000 

1,823,000 (b) United Kingdom Profits Tax - 1,420,000 


5,75*,°°° 

5 , 231,775 

2,268,750 

13,251,525 - 


£ 40,376,000 


5,101,000 

(c) Creditors and Accrued Charges - 4,970,910 

(d) Proposed Dividend and Bonus 

on Ordinary Stock - 2,268,750 

- 12,340,66* 


B. E. Uffindell, 
CttAS. S. Watt, 


I Directors. 


£4i.354,3» 


REPORT OF THE AUDITORS TO THE MEMBERS 

We have obtained all the information and explanations which to the best of oui 

E roper books of account have been kept by the Company so far as appears from ou 
ave been received from branches not visited by us. We have examined the abovi 
books of account and return?. In our opinion and to the best of our information an< 
quired by the Companies Act 1948, in the manner so required, the Balance She© 
1948,and the Profit and Loss Account gives a true and fair view of the Profit for tin 

Eldon Street Houte, Eldon Street, London, E.C. 2. 

Dated this 18th day of January, 1949* 
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& CO. LIMITED 

31st DECEMBER, 1948 



8,942,522 
582,340 
8,420,172 - 


4,424,016 

2,790,542 

2,633,474 - 

3,205,283 

2,224,475 
980,808 - 


5. FIXED ASSETS. 

(a) Freehold Properties including 
those in course of purchase and 
construction at cost ... 8,950,239 
Less Aggregate amount written off 561,766 


(6) Leasehold Properties including 
those in course of purchase and 
construction at cost ... 4,413,387 
Less Aggregate amount written off 2,977,252 

(c) Fixtures, Fittings and Furniture 

at cost ----- 3 , 338,975 
Less Aggregate amount written off 2 , 363,663 



8,397*473 


1.436,135 


975*312 


22,034,454 


6. INVESTMENTS. 


10,808,920 


British Government and Corpora* 

4 * 242,235 tion quoted Securities at cost - 4 . 141 . 11 c 

(Market Value at 31st December, 

1948 , £4*330,559-) 


6,217,638 

370,354 

5,070,000 

23,542,429 

25,200,4x1 - 


7- CURRENT ASSETS. 

(n) Stocks at or under cost - - 6,009,773 

(6) Amounts Receivable and Pay¬ 
ments in advance ... 359,969 

(*) Tax Reserve Certificates - * 6,000,000 

(d) Cash at Bankers and in Hand - 14,034,597 


36*404,339 


NOTES: 


In view of the Government*s scheme for Compensation and In* 
surukce of War Damage, no account been taken in respect of 
such damage to Property and Fixtures, other than provision for the 
Contribution and Premium payable under the War Damage Acts, 
1941 and 1943. 

No value is attributed in the above Balance Sheet to the Com- 
panys holding in Subsidiary Companies. None of such Subsidiary 
Com panies has any ass ets or l i a b ilities and none ha« made any pro¬ 
fits or incurred any losses. 


there are outstanding 
£80,000. 


Commit 


ents estimated at 


£40,376,000 


£41,354,394 


OF F. W. WOOLWORTH & CO. LTD. 



BAKER, SUTTON & CO., Auditor*. 
Chartered Accountant*, 
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* 


F. W. WOOLWORTH 

PROFIT AND LOSS ACCOUNT FOR THE 


1947 - 


hi 

2 37 ,S 5 o 

*» 

8. Amortisation of Freehold and Lease¬ 
hold Properties ... 

9* Obsolescence and Depreciation of 
Freehold and Leasehold Build* 

£ 

216,793 

100,000 


ings - - - - - 

10. Depreciation of Fixtures, Fittings 

100,000 

* 53,444 


and Furniture - 

li. Directors* Emoluments: 

161,182 


*65,737 

9,503,$ 34 
£to,j6o,S6 $ 


5 , 5 $ 6,°°9 
3 , 9 * 7 ,$ *5 

£9, 5 ^ 3^34 
570,000 


260,000 


3,052,500 

6 , 117,545 

£12,000, 045 


NIL 


*65*737 


(a) Fees - 

(b) Remuneration for services and 
contributions paid by the Com¬ 
pany under Assisted Pension and 
Life Assurance Schemes - 

12. Net Profit before Taxation 


13. Taxation based an Profits of the year 

! 94 S; 

(a) United Kingdom Income Tax - 

(b) United Kingdom Profits Tax 

14. Net Profit carried down - 


45 


167,792 


167,817 

9 , 779 , 9^4 

£10,425,716 


3,872,677 

1,420,000 


5,292,677 

4,487,247 

£9.779,924 


750,000 

110,000 


765,000 


618,750 

763*750 


*, 443,750 


625,000 


15. Transfer to Future Taxation Account 

16. Proposed Appropriations to Reserv es 

and Provisions: 

(o) Development Reserve 

(b) General Reserve - 

(c) Staff Benevolent and Pension 
Fund - 

17. Dividends paid and proposed: 

Paid during the year: 

(fl) On £5,000,000 6% Cumulative 
Preference Stock less Income 
Tax at 9/- in the pound - 
(6) On 30,000,000 5/— units of 

Ordinary Stock (Interim) at od. 
per unit less Income Tax at 9/- 
m the pound - 


Proposed dividend and bonus to be 
paid on 5th March, 1949: 

(<) On 30,000,000 5/- units of 

Ordinary Stock (Final) at 1/9 per 
unit less Income Tax at 9/- in 
the pound - 

(</) On 30,000,000 5/- units of 
Ordinary Stock (Bonus) at 1/- 
per unit less Income Tax at 9/— 
in the pound * * 

18. Balance carried forward ' 


500,000 

750,000 

200,000 


1,450,00c 


165,000 


618.750 

783.750 


1 , 443,750 


825,000 


3,052,50 

8,302,03 


£12,804.5 ^ 
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& CO, LIMITED 

YEAR ENDED 31st DECEMBER, 1948, 

‘T T 

9,97 2,zio 19. Trading Profit.10.250,694 

188,655 20. Interest on Investments, Tax Reserve Certificates and Bank 

Deposits -------- - 175,022 


£10,160,865 


£10,425,716 


9*503,834 2i- Net Profit before Taxation 


9,779,924 


£9,503.834 


£9,779.924 


3,9*7,825 22. Net Profit brought down ... 

— 23. Over-provision for Taxation in previou s y ea r 

8,082,220 24. Balance brought forward from last Account 


4,487,247 


199,740 

8 t i 17,54s 


£Z2,000JUS 


£12,804,532 
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EXERCISES 

(1) What does the Balance Sheet show? 

(2) Mention (a) some liabilities, (6) some assets that would 
be likely to appear in a Balance Sheet. 

(3) Into what two classes are (a) liabilities, (b) assets 
analysed? 

(4) What is the 'goodwill* of a company? 

(5) How does the Balance Sheet differ from the Profit and 
Loss Account? 

(6) What is the 'turnover* of a business? 

(7) If the rate of turnover has slowed down in a business 
what possible courses of action would you suggest? 

(8) How does the Gross Profit differ from the Net Profit? 

(9) How does a Trading account differ from a Profit and 
Loss Account? 

(10) How would you find the yield that the Net Profit gives 
on your capital? Take an example to illustrate your answer. 

(n) How would you work out your expenses as a percentage 
of your turnover? Illustrate by an example. 

(12) What is meant by ‘Overheads*? 

(13) By what methods could Overheads be reduced? 

(14) What is the advantage—if any—of an overdraft at the 
bank? 

(15) Make out a simple balance sheet to show the difference 
between the capital that a sole trader owns and the capital 
that he has in use . 

(16) Discuss the several meanings that Capital may have. 
Explain what is meant by 

(a) Working Capital, 

(b) Fixed Capital, 

(c) Liquid Capital, in a wholesale firm. 

(17) Why does a business man calculate his profit as a per¬ 
centage of his turnover rather than as a percentage of cost? 

(18) A trader has a capital of £10,000, of which £4,500 is 
stock. He turns over his stock five times a year and makes 
20 per cent, gross profit on his sales. What percentage does 
his annual gross profit bear to his capital? {R.S.A., Stage I, 
Elem.) 
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(19) Fill in the missing figures (a), (A), (c) and (d) and find 
the average monthly percentage during the quarter. 


Month 

Sales 

Selling 

Expenses 

Per Cent 

1944: 

January 

£34.916 

£ 3.638 ! 

10*4 

February - 

36.742 

£(«) 

ii*7 

March 

44.330 

5.763 

(b) 

Totals - 

£115.988 

£ (c) 

(d) 


{London Chamber of Commerce Cert.) 


(20) A merchant's sales for the year amount to £25,000. 
His gross profit is £5,600, and his net profit £1,380. Show the 
rate per cent, each of these items bears to his sales. {London 
Chamber of Commerce Certificate.) 

(21) Discuss the relative results obtained by two traders in 
the same line, one of whom employs a capital of £10,000 and 
carries an average stock of £7,000, which he turns over three 
times per annum at a gross profit of 30 per cent, on his sale, 
the standing expenses being £5,000 per annum. The other 
employs a capital of £12,000, carries an average stock of 
£8,000 which he turns over five times per annum at a gross 
profit of 20 per cent, on sales, the standing expenses being 
£5,000 per annum. (R.S.A . Stage II.) 

(22; Explain what is meant by Gross Profits and Net 
Profits and show how the latter are obtained. 

(A) A merchant purchased a 4,000-lb. lot of materials for the 
purpose of making paint for £115. Direct wages were £6; 
indirect wages £1; establishment charges £2 10s. od. The 
evaporation of some of the materials reduces the 4,000 lbs. by 
498 lbs. What is the cost per lb. of the finished product to the 
merchant? {Loftdon Chamber of Commerce Higher Certificate.) 

(23) How are {a) Gross Profits, (A) Expenses, (c) Net Profit 

and {d) Turnover related to each other? From the following 

information extracted from the books of a trader find (a) his 

Gross Profit, (A) the percentage of Gross Profit on the Turn¬ 
over. 
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Stock ist Jan. 1944, £5,176; Stock 31st Dec. 1944, £5,025; 
Purchases, £13,850; Sales, £17,500; Purchases returns, £256; 
Sales returns, £520. (R.S.A. Stage I.) 

(24) During the year 1944 a trader's sales amounted to 
£35,628. His Gross Profit was £9,210 and his Net Profit was 
found to be 5*1 per cent, on his turnover. What were his 
expenses of conducting the business? (R.S.A. Stage I.) 

(25) A trader on ist Jan. 1943 owned premises valued at 
£8,325 and stock in hand which cost him £3,2x0. He owed 
various creditors £910 and had cash at the bank £120. He 
turned over his stock five times during the year and made a 
gross profit equal to 25 per cent, of his total sales. What 
percentage did this gross profit bear to his capital. {R.S.A. 
Stage I.) 

(26) A trader's account for 1943 shows his gross profit as 
£10,925. Draw up an account, supplying figures and items of 
your own, to show how his net profit for the year would be 
ascertained. Using the same gross profit, draw up accounts to 
show a net profit of 5 per cent, on turnover. (R.S.A . Stage II.) 

(27) Fill in the blanks in the following table which exhibits 
a firm's trading results over a period of three years: 


Percentage of Gross 


Year 

Turnover 

Gross Profit 

Profit to Turnover 

1942 

£102,356 

£27,536 

— 

1943 

110,847 

29.475 

26 

1944 

115.290 

— 


Calculate the gross profit earned for the whole period of three 
years. ( 2 ?.S. A . Stage I.) 

(28) A trader on ist January, 1944, had premises valued at 
£4,500 and stock in hand which cost him £2,500. He owed 
£625. He turned over his stock four times during the year 
and made 16 per cent, on his sales each time. What percen¬ 
tage did his profit bear to his capital. (R.S.A. Stage I .) 

(29) A retailer turns over his stock four times a year. To 
determine the selling-price of each article he increases the cost 
price by 35 per cent. His business expenses amount to 15 P er 
cent, of the selling-price of all goods sold. If his total gross 
incomings for the year amounted to £12,500, find (#) his net 
profit for the year, (b) the average value of the stock earned at 

cost price (R.S.A. Stage I.) 



CHAPTER VIII 


A WHOLESALE TRANSACTION 

We have seen in the previous chapters something of the 
organisation of the Wholesale and Retail Trade. Let us 
examine in closer detail a transaction between the Whole¬ 
saler (Weavewell Woollen Co.) and a Retailer (Lloyd and 
Baker). 

Hundreds of letters arrive every morning in a wholesale 
firm and every firm has its own organisation for dealing 
with them as speedily as possible. Weavewell Woollen 
Co. have them opened by an experienced and trustworthy 
clerk, who stamps them with the date of arrival and sorts 
them out according to the department concerned. Replies 
to previous correspondence will, as a rule, quote the 
reference-letters of the writer and will, therefore, be 
passed to him. Cheques and statements go to the 
Accounts Department, advice-notes to the Warehouse or 
the Stock Control. Orders and enquiries are handed to 
the Sales Manager, who knows most of the firm’s customers 
well and is therefore in a position to decide in the majority 
of cases straight away whether an order can be executed 
or not. Where he is doubtful he will look up the ledger 
account, which will tell him at a glance how the account 
stands and how the customer in question has met his 
obligations before. If he is satisfied he ‘O.K.s’ the order 
and passes it to the ware house; if not, he may ask for 
cash or mark the order ‘C.O.D.’ Among the letters of 
today, however, is one which is of particular interest to 
him. It is an Enquiry from a firm with whom he has not 
done business before and runs as follows: 
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HIGH STREET 
MINEHEAD. SOM . 



Our Ref. F/W. 2 lst April , 19 —. 

Weavewell Woollen Co., Ltd., 

Victoria Street, E.C. 4 . 

Dear Sirs, 

Will you please send us patterns of blue serge and 
Scotch Tweeds in good quality for prompt delivery. Please 
quote your lowest prices for Cash within 30 days. If we 
give you an order we shall furnish you with the usual 

trade references. 

Yours faithfully, 

p.p, Lloyd and Baker, 
R. Smith. 


Now* the acquisition of a new customer is a very wel¬ 
come prospect for the Sales Manager and calls for his 
special attention. The articles asked for are carefully 
selected, the price-list with the patterns is sent off accom¬ 
panied by a personal letter. 



Messrs. Lloyd and Baker, 

High Street, Minehead, Somerset 


Dear Sirs, 


Our Ref. SM/L* 
Your Ref. F/W. 


We acknowledge with thanks your letter of 21 s 
April and have pleasure in sending you, under seperate 

2X8 
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cover, patterns of blue serge and Scotch Tweeds as re¬ 
quested. We have added a few patterns of Harris Tweeds 
in which we specialise and hope that these will interest 
you. 

As our traveller for the West of England, Mr. Bryce, is at 
Bristol at present, we have informed him of your enquiry 
and he will probably call on you shortly. 

We enclose our price list and hope to be favoured with 
your orders, which shall have our best attention. 


Yours faithfully, 

p.p. Weavewell Woollen Co. 

D. Austin 

Sales Manager 


Ltd 


WEAVEWELL WOOLLEN CO. LTD. 

PRICE LIST 22 nd April, 19 —. 


Blue Serge 

Width 

Weight 

Price 


8364/3 

58 / 60 1 

19 oz. 2 

12 /6 2 

prompt 

8389/2 

58/60 

18 „ 

12/3 


8391/2 

58/60 

19 „ 

14/10 

» 

Elastel 

58/60 

17 

11/6 

» 

Elaste H 

58/60 

19 „ 

13/6 

« 

Tweeds 

16 / 123-128 

56/58 

16 oz. 

8/4 

prompt 

16 / 134-136 

56/58 

16 „ 

8/9 

M 

16 / 162-164 

56/58 

17 „ 

9/8 

31 

16 / 320-323 

56/58 

18 „ 

10/6 

11 

HT/ 2203-05 

28/30 

9 .. 

6/3 

11 

HT/ 2208-10 

28/30 

9 „ 

7 /- 

11 


Monthly 2}% 


1 i.e. 58 to 60 inches. 


2 19 ounces and 12/6 per yard. 
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At the same time the Sales Manager informs the firm’s 
traveller for the district of this enquiry; the following is an 
extract of his letter: 

* ... We had a letter from Messrs. Lloyd and Baker of 
High Street, Minehead, today, asking for blue serge and 
Scotch Tweeds. Enclosed is a copy of my letter and price 
list. I think it would be advisable to call on them as soon 
as you can arrange it, and we shall be interested to get your 
report.’ 

Two days later an Order is received from Lloyd and 
Baker written on one of their printed order forms. 

ORDER FORM 1 I 

LLOYD AND BAKER 

HIGH STREET, MINEHEAD, SOMERSET I 

24 th April, 19 —. I 

Weavewell Woollen Co. Ltd., I 

Victoria Street, E.C. 4 . I 

Please supply I 

10 £ yds. 8391/2 @* 14 / 10 . 10 yds. HT 2204 @ 6 / 3 . 

10 £ „ 8364/3 @ 12 / 6 . 10 „ HT 2205 @ 6 / 3 . 

10 * „ ElastoII@ 13 / 6 . 10 „ HT 2209 @ 7 /-. 1 

By Rail. Delivery: prompt. I 

References: Barclays Bank, Ltd., High Street, Minehead. I 

Horrocks & Coates, Ltd., Bradford. J 

Lloyd and Baker, I 

(signed) E. Lloyd. I 

i Ml orders which may have been given verbally or by telephone 
should be confirmed in waiting, especially if they are for £io or 
more. Otherwise, unless the buyer has accepted the goods or 
made part payment, the contract is not binding. 

-at (in a price quotation). 
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On receipt of this order the Sales Manager immediately 
writes to Horrocks & Coates, Ltd., Bradford, as follows: 


Messrs. Horrocks and Coates, 

HagdenLane, Bradford. 

25th April , 19—. 

Our Ref. SM/L. 

Dear Sirs, 

We have been referred to you by Messrs. Lloyd \ 
Baker, Tailors and Outfitters, of High Street, Minehead, 
Somerset. Will you please let us know if you think them 
worthy of credit to the extent of, say, £100. Your com- 
I munication will, of course, be treated confidentially. 

Thanking you in anticipation, 

We are, I 

Yours faithfully, 

p.p. Weave well Woollen Co. Ltd., 

Enel. 1 stamped envelope. ^ Austin (Sales Manager). 

1 < 

He does not, perhaps, use the bank reference because he 
knows in advance that the information he receives from a 
bank is usually expressed in very cautious terms and the 
value of the order only amounts to about /30. Moreover, he 
knows that within a few days he will probablv get a full 
and reliable report from his traveller. In other cases, 
however, he may not only take up all the references given, 
but try to complete his information by making an enquirv 
either through his Trade Association or through a Mer¬ 
cantile Agency to which Weavewells subscribe. The 
answer from Bradford comes after three davs. 
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--—- - 

H. ORROCKS AND COATES LTD 

CLOTH M fttiUFBCTURERS 

H fi G D E N 
L fti N E 
BRfiOFQaD 

Dear Sirs, 21 th April, 19 —. 

Your Ref. SM/L. 

Private and Confidential 

In reply to your letter of 25 th April we write to 
inform you that we have done business with Messrs. Lloyd 
and Baker for the last six months. The amounts involved 
have not been great and have been paid regularly, though 
in one case with some delay. A credit of £100 appears 
permissible; our traveller describes them as reliable and 

trustworthy. _ 1 

We eive this information in strict confidence and with- 

out any responsibility on our part. 

Yours faithfully, 

, p.p. Horrocks & Coates, Ltd., 

(signed) J. Debentham, 

Secretary. 

Weavewell Woollen Co. Ltd. 

Victoria Street, 

London, E.C. 4 . 


Mr. Austin, the Sales Manager of Weavewells, is not im- 
pressed with the tone of the reference, but as Lloyd and 
Baker’s order only amounts to about £30, he decides to 
execute it on the terms offered. If he had sent a pro forma 
invoice he might have lost the customer, who would prob¬ 
ably resent it as a sign of mistrust. So he sends the order 
to the warehouse, instructs the Ledger Department to open 
an account and to mark the Credit Limi a • , 

will probably put a card for the new customer m his Lard 
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Index and mark it 'follow up’; i.e. he will refer to it in a 
few weeks’ time to see whether the traveller’s report or a 
new order has been received. When the goods are made 
ready for dispatch in the warehouse, it is found that one 
article ordered is sold out at the moment and so the Sales 
Manager replaces it by a cloth of similar pattern. 

The order is now proceeded with, prices and terms are 
checked, the lengths ordered are cut and labelled, the 
necessary entries made on the Stock Control cards, the 
goods are assembled, packed and dispatched. Every 
completed process is ticked, annotated or initialed on the 
order form, which is now returned to the Invoicing Depart¬ 
ment. Orders which cannot be supplied from stock or 
which are for later delivery are copied out on special order 
forms provided with columns by which the passage of the 
goods through the various departments can be checked. 
The forms are marked with the customer’s number and the 
same number appears on all goods which are reserved for 
this firm. In this way all orders from one customer are col¬ 
lected under the same number. The forms give all details 
which the Invoice Department or the Warehouse may re¬ 
quire: full address, instructions for insurance and delivery, 
terms, credit limit, etc. Some firms prefer to pass the goods 
with the order through the Invoice Department to give the 
Invoice Clerk the chance to make quite sure that every item 
on the order agrees exactly with the goods that are ready 
to be dispatched, but it is obvious that this is only practic¬ 
able where the warehouse and the office are in one building. 
The Invoice is now made out with the number of copies 
required. One copy is filed in the Invoicing Department, a 
second goes to the Accounts Department, a third is sent to 
the traveller (Mr. Bryce knows now that the new customer 
has given his first order); a fourth copy is oft en used as Pack¬ 
ing Note and enclosed with the goods, thus enabling the 
customer to check the contents of the parcel against it. 

As in this case the Sales Manager had annotated the 
order 'with letter S/M’ the invoice is handed to him and he 
sends it off with his letter. 





224 A COMMERCIAL COURSE FOR FOREIGN STUDENTS 




SM/L. 1st May , 19—* 

Messrs. Lloyd and Baker, 

High Street, Minehead. 

Dear Sirs, 

Your Ref. F/W. 

We acknowledge with thanks your order of 24th 
April and enclose herewith our Invoice. Unfortunately, 
HT2209 is sold out at present so we have sent the very 
similar HT2210 instead, hoping that this will meet with 
your approval. 

Yours faithfully, 

p.p. Weavewell Woollen Co. Ltd., 
Enel. 1 invoice. D. Austin, Sales Manager. 


1 INVOICE 1 

Messrs. Lloyd and Baker, 

High Street, 

Minehead, Somerset* 

Irf May\ 19—. 

Bought of 


WEAVEWELL WOOLLEN CO. LTD. 

VICTORIA STREET, 

LONDON, E.C. 4. 

Your order F/W. 1264 

24.4.19- 

10i yds. 8391/2 @14/10- 

10i yds. 8364/3 @ 12/6 - 

i 10J yds. Elasto II @ 13/6 * 
10 yds. HT2204 @ 6/3 - 
10 yds. HT2205 @ 6/3 - 
10 yds. HT2210* @ 7/- - 

£ s. d. 

7 15 9 

6 11 3 

7 19 

3 2 6 

. . - 3 2 6 

3 10 0 

•To replace HT2209 

£31 3 9 | 

Per G.W.R* lBaleWW864 Terms: 30 days 2J% | 
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The Order is now filed and the copy of the Invoice 
which went to the Accounts Department is posted to 
Lloyd and Baker s newly opened Ledger account, which 
had already been marked with the Credit Limit of £100. 

A few days later the Sales Manager receives from his 
traveller the report w r hich he had expected. It confirms 
the impression the Sales Manager had got from the refer¬ 
ence that he had received from Horrocks and Coates. 
Competition at Minehead is very keen, the capital of the 
firm seems to be somew'hat small and the stock carried 
rather heavy. The Sales Manager, on receipt of this re¬ 
port, informs the Ledger Clerk and asks him to w r atch the 
account, winch is marked accordingly. 

On 15th May a letter is received from Lloyd and Bakei 



HIGH STREET? 
MINEHEAD . SOM 3 


14 th May , 19—. 


F/W. 


Weavewell Woollen Co. Ltd., 

Victoria Street, 

London, E.C. 4. 

Dear Sirs, 

The cloth HT2210 which you substituted for the 
pattern 2209 originally ordered is almost identical with 
one piece we had in stock and we are therefore returning it. 
Please send us your Credit Note. 


Yours faithfully, 


Lloyd and Baker, 

(signed) E. Lloyd. 


The Sales Manager is not too pleased, but as he had sent 
another article he has to accept the return. When this 
conies in, it is checked, measured and taken back into 


H 
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stock after the necessary adjustment has been made on the 
Stock Control Card. A Credit Note is made out, which, to 
avoid mistakes, is printed in red and all copies are made 

out on thin red paper. 


Messrs. Lloyd and Baker, 
High Street, Minehead. 


WEAVEWELL WOOLLEN CO. LTD 

VICTORIA STREET, LONDON, E.C. 4. 


By Return 

10 yards HT2210 @ 7/- per yard 


Messrs. Lloyd and Baker, 

High Street, Minehead. 

F 

WE AVEWELL WOOLLEN CO 

Terms 30 days 2£% 

May 1. To Goods * £31 3 9 

May 20. By Return - 3 10 0 , 
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If Lloyd and Baker want to deduct the discount, they 
must pay within 30 days from the date of the Statement. 
Looking through his ledgers at the end of June, however, 
the Accountant finds that no payment has been received. 
As he had been asked to watch the account, he reports to 
the Sales Manager, who instructs him to send a reminder 
letter. He might, for example, send this: 



yd July, 19 —. 

Dear Sir, 

On going through our ledgers we find that a 
balance of £27 13 ®- 9^- i® still open on your account. 
We give you below the details, and if you agree that 
they are correct we should be grateful for a remit¬ 
tance in order to settle this overdue account. 

Yours faithfully, 

p.p. Weavewell Woollen Co. Ltd. 

J. Smithson. 


This will probably be sufficient. Messrs. Lloyd and Baker 
send the cheque in payment of their account and the re¬ 
ceipted account (with a 2 d. stamp on it because the 
amount exceeds £ 2 ) will be returned to them. Some 
firms use a separate receipt form, e.g. 


No. 341 

Received from’ Messrs. Lloyd & Baker- 

Twenty-seven pounds thirteen shillings and ninepence 


10 th July 19— 


the sum of 


£27 13s. 9d. 



in settlement of Account 


LL WOOLLEN. CO. LTD. 
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This will be sent back with the account and that end 
the transaction. But on the other hand, the cheque migh 1 
s till not be forthcoming from Messrs. Lloyd and Baker 
In that case, after a short time a second letter, stronge 
in tone than the first one, will be sent, eg. 





12 th dw£*4Sf, TO—. 

Dear Sir, 

\\ e wrote to you on 3 rd July pointing out 
that your account was overdue and asking for a re¬ 
mittance from you in settlement. As no item of the 
account is in dispute, wre must request you to let us 

have a cheque in payment without further delay. 

% 

Yours faithfully, 

p.p. Weavewell Woollen Co. Ltd. 

J. Smithson. 

2 nd Application. 


If the payment is still delayed a third and final noth 
will be sent. 







1st September, 19—. 

Dear Sir, 

As our previous letters of 3 rd July and 12 th 
August requesting payment of the outstanding 
account of £27 13 s. 9 d. have been ignored by you. 
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we must now inform you that, unless your cheque 
for this amount reaches us by the ioth inst. we shall 
reluctantly be compelled to take steps to recover the 
debt at law. 1 

Yours faithfully, 

p.p. Weavewell Woollen Co. Ltd. 

J. Smithson. 

3rd Application. 


Terms used in Buying 

A Price List is the basis of an offer, giving the prices, and 
all other necessary details (e.g. weight, width, quantity, 
terms, etc.) of the goods offered for sale. 

Prices Current is the general information showing prices 
of certain commodities as they have last been quoted in 
the market. They are published in the press, especially 
in the trade papers, and merchants often send Prices 
Current to their customers in circular letters to keep 
them informed about the tendency and movement of the 
market. 

A Quotation. A person who wishes to buy will some¬ 
times write to ask for a quotation for certain goods, i.e. 
the price at which a commodity is being offered or 
sold. 

If he wishes to know the price that would be charged for 
doing a job he might ask for an estimate. 

The seller may, in reply to a request for a quotation or 
an estimate, make a firm offer , i.e. an offer to sell certain 
goods at a certain price on condition that the order is 
given within a specified time. A quotation or an estimate 
can be withdrawn at any time before it is accepted, but a 
firm offer (though as a matter of fact it is not more binding 
in law than an estimate) would not be withdrawn by a 
reputable firm. 

1 or *to put the matter in the hands of our solicitors'; or "to take 
legal proceedings to recover the debt'; or "to take legal action for 
the recovery of the amount*.: 
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4 Tender is a firm offer to execute exactly specified work 
at a fixed price. A government department or a local 
authority often invites tenders by advertisement or by 
circulars* to trade associations. The firms which apply are 
supplied with carefully worked out and specified details of 
the work required. After thorough examination of the 
various tenders received the most satisfactory one not 
necessarily the lowest—is accepted and forms the basis of 

the contract. 

Spot Cash means that goods must be paid for with the 
order or whenever the buyer takes over property in the 

goo ds . 

Prompt Cash means the payment for goods as soon as a 
reasonable time has been given to examine them and 

check the invoice (i.e. two or three days). 

Net (or nett) Cash means the price when no deduction is 

permitted. . ,.. .. 

If goods are bought ex warehouse or ex shtp it means 

that all charges for removal and the transport from the 

warehouse or the ship must be paid by the buyer. This 

price is sometimes called the ‘loco’ price, i.e. the pnce for 

the goods where they stand. If the setter is wittmg to pay 

all charges up to the time the goods are put mtiie train at 

the seller’s station or on board ship at his port, then tie 

Price is F.O.R. (Free on Rail) or F.O.B (Free on Board). 

If the seller is paying all charges up to the dehvery to the 

buyer then the goods are C/P. (Carriage Pmd) If fhe - 

riage is to be paid by the buyer then the goods are C/F. 

(Carriage Forward). 


EXERCISES 


I WordStudv. Explain and use in sentences: _ . __ 

Trustworthy (note the difference in pronunciation between 
(two meanings), prospect, acknowledge (use also immMag „ 
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pattern, reliable, confirm, binding, confidentially, anticipation 
(use also the verb anticipate ), enclosure (what is the usual 
abbreviation?), permissible (use also permission and the verb 
permit ), resent (use also the noun resentment), label, obvious, 
bale, confirm (use also the noun confirmation), competition (use 
also the verb compete), keen, substitute, identical (use also 
identity, identify), adjustment, instruct (use also the nouns 
instruction and instructions), grateful (use also the noun grati¬ 
tude), overdue, ignore, solicitors, withdraw, reputable (use also 
reputation). 


II. Use in sentences the following phrases from the section 
that you have just read: 

(1) In closer detail, (2) As speedily as possible. (3) Accor¬ 
ding to. (4) In a position to. (5) In the majority of cases. 
(6) Straightaway. (7) Look up the account. (8) At a glance. 
(9) The customer in question. (10) Of particular interest, 
(n) Please quote. (12) Under separate cover. (13) Our best 
attention. (14) On receipt of. (15) In reply to. (16) In 
strict confidence. (17) At the moment. (18) Sold out. 
(19) Meet with your approval. (20) In stock. (21) Open on 
your account. (22) Without any responsibility on our part. 
(23) Not forthcoming. (24) In dispute. (25) Outstanding 
account. (26) Reluctantly be compelled. (27) Without fur¬ 
ther delay. (28) Compelled to take steps. (29) As a matter of 
fact. 


III. Make a precis of the following, reducing it to about 
one-third its present length. 

Service and Profit 

Mr. Bevin must have been aware that he was stirring up a 
hornets' nest when he said in his speech to the National Cham¬ 
ber of Trade that he did not believe profit would be the great 
motive after the war. A drive for service, he added, could 
make us the leading country in the world. 

There is room for endless argument over the relative impor¬ 
tance of the profit and service motives, and over the extent to 
which the one is likely ever to supersede the other. Nor are 
these the only motives influencing human activity, even busi¬ 
ness activity. There is such a thing, for instance, as a man’s 
pride in his labour and the ambition to make the best possible 
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job of anything he undertakes—a form of self-fulfilment 
which some people would regard as the motive inspiring most 
of the worth-while work done in the world. No recognized 
body of exact knowledge yet exists of the motives which in 
actual fact determine people s attitude to work. In the ab¬ 
sence of that knowledge one man's guess may be as good as 
another's, and simply reflects his individual experience and 
observation. Nothing would be more useful to the legislature 
than to know with some certainty what different sections value 
most and what they most want out of life. There is a wide 
field for scientific investigation into the psychology of work 
and individual reactions to the main incentives that govern it. 
The difficulties are certainly not insuperable or beyond the 

capacity of modem research. 

The old assumption was that, whatever motives might 
animate people in their private relations, there was only one 
motive in business, material self-interest, sometimes called 
‘enlightened self-interest’, though it was not always notably 
enlightened. It was often maintained that this was asit 
should be, and that in some miraculous way the interests of the 
whole community were best served when every member of it 
strove to get the greatest possible material advantage for him¬ 
self. Wages, it was suggested, were kept at the level most use¬ 
ful to the community when the employer concerned himself 
solely with getting the most he could out of the employee m 
return for the smallest wage he could induce or compel him to 
accept. How this affected the wage-earner was none of his 
business This callous self-seeking on one side stimulated an 
equally callous selfishness on the other. It became accepted 
among the workers that it was their business, too, to get all they 
could and to give in return only what they must, that the 
effect on industry and on the public interest was no concern o 
theirs This phase is passing, but the age is still burdened 

with some part of its legacy in the shape of muted 
and mutual mistrust. It is now becoming increasingly iecog 
nised that employers and employees have interests m commo^ 
and even— though this is a plant of slower growth—that these 
“m£on interests must be subotdinated to the welfare of the 

whole community. , mklpadinff if it 

is confined to this aspect of, private 
obstacle to any simple view is that there are t 
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nrofit. There is profit as the register of economic success and 
efficiency. A business undertaking cannot stand still. It 
must either grow or decay. If it is to increase the sum total of 
wealth its output must exceed the costs of production in real 
values, irrespective of the monetary notation or reckoning 
employed. In other words, it must show a real profit and be 
able to put aside a surplus to serve the needs of expansion. 

In this sense profit is the index that an undertaking is being 
well run, and as such it must surely be an end and motive for 

management. . , ,, 

There remains, however, the other meaning of profit the 

personal gain of the individual. In this sense, the problem 
inherent in modem industry is how the profit should be dis 
tributed. What are the respective claims of all those con¬ 
cerned in its creation, whether as investors, as managers, or as 
workers? And how are these claims to be weighed against 
those of the consumer, without whom no profit could be 
earned? These questions raise issues that cannot be fully dis¬ 
cussed here. W hile in law the shareholders are the owners, it 
is certain that the executives of a big undertaking tend in¬ 
creasingly to take a broader view and to regard it as belonging 
in a very real sense to all who have helped to create it and who 
help to "maintain it. They are as much concerned with the 
interest of the employees as with those of the shareholders, and 
they recognise that the ultimate justification for the existence 
of their business is the service it renders the community, not 
the income it brings to any individual. What is wanted is 
that profit should be re-interpreted in terms of the wider ideal 
of public service. It is too much to say that business is yet 
won to this allegiance. But the trend is that way, and it is 
a welcome trend. 

From The Times by kind permission. 

IV. Discuss the ideas in the passage ‘Service and Profit’ and 
give your owai views on the subject. 


B 

I. Explain— 

(i) C.O.D, (2) F.O.R. (3) F.O.B. (4) C/P. (5) C/F. 
(6) Enel. (7) C/N. (8) A Mercantile Agency. (9) A 
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Quotation, (io) An Estimate, (n) A Firm Offer. (12) Spot 
Cash. .13 Prompt Cash. (14) Xett. (15) Ex Warehouse. 

IL Write an order for goods (choosing whatever kinds of 
goods vou like! from a retailer to a wholesale warehouse. 

Write the acknowledgment of the order bv the wholesaler. 

III. Write a letter taking up a reference given to you bv a 
retailer who wishes to get credit for goods from your hrm. 
Give also the reply to your letter. 

IV. A merchant buys 50 tables at £3 10s. od. each whole¬ 
sale. Delivery charges amount to 10 He pays cash, ob¬ 
taining a discount of 3§° 0 . Rule and write out an invoice 
for the goods and then rule and make a statement of account 
for the transaction and receipt the statement. Fill in anv par¬ 
ticulars vou please, so as to make the documents appear as real 
as possible. <R. 5 .A. Srage L) 

V. Write three letters each stronger in tone than the former 
one, asking for payment of a debt that is outstanding. 

VI. Your hrm has been doing business with a retail hrm, 
F. White and Sons. The following are the particulars: 


May 1. Goods supplied - - - 

- 

- 14 

5 

Q 

w 1 

) 1 - 4 ■ > f 

- 

- 3 

3 

4 

6 . Damaged goods returned 

- 

- 

10 

3 

7. Goods supplied - 

- 

- IQ 

/ 

■d 


q. Packing cases returned - 14 0 

,, 11. Cheque on account - - - - 10 0 0 

,, 14. Goods sent on approval - - 5 5 0 

19. Goods sent on approval returned - 300 

20. Cheque on account - - - - 10 0 0 

,, 22. Goods supplied - - - - 7 9 ° 

24. Undercharge on invoice of - 7 0 

,, 20. Cheque on account - - - - 10 0 0 

,, go. Goods supplied - - - ■ -ii 4 ^ 

Draw up a statement to send to Messrs. \\ hite and ^ons. Tne 
terms of vour hrm are 2PV monthly. 

MI. Prepare the letters and documents that would be neces- 
1 trie following business between Messrs. Higgs and 
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Thomas, Mincing Lane, London (sellers) and G. Pope and Son, 
Oxford Street, Manchester (buyers). 

(1) G. Pope and Son asks for current prices for best-quality 

tea and cheapest-quality coffee beans. 

(2) Higgs and Thomas quote tea 140/- per 56 lb. chest; 

coffee beans 88/- per 56 lb. bag. Trade discount 10%. Terms 

2j% monthly. Carriage paid. 

(3) Popes order three chests of tea, two bags of coffee, 

delivery within ten days. 

(4) Higgs and Thomas confirm the order and their ability 

to deliver within ten days. They ask for references. 

(5) References given by Pope and Son, (a) Blackwell and 
Stroud, Castle Street, Liverpool and (b) Lloyds Bank, Whit¬ 
field Street, Manchester. 

(6) Higgs and Thomas take up the former reference. 

(7) Blackwell and Stroud give a satisfactoiy reply. 

(8) Higgs and Thomas send an invoice, and a letter notify¬ 
ing dispatch of the goods. 

(9) Three weeks later Higgs and Thomas send their state¬ 
ment of account. 

(10) Pope and Sons pay the account two days before it is 
due (make out the cheque, deduct discount). 

(11) Higgs and Thomas send the receipt and a letter inviting 

further business. 

(12) Pope and Son reply. 


VIII. What would you do in the following circumstances? 
Write the necessary letters 

(a) Goods are delivered that are inferior in quality to the 

sample sent; 

(b) Cloth which you ordered at 6/4 a yard is charged at 7/2 a 

yard. 

(London Chamber of Commerce Certificate .) 


IX. What is the difference between a credit note and a letter 
of credit ? 


X. Goods are invoiced at £126 3s. 6d. less 3f % cash dis¬ 
count for immediate payment; monthly account net. What is 
the rate of interest per cent, per annum involved in this trans¬ 
action? (Assume that the payment is made at exactly one 
month after the receipt of the goods.) (i?.S.il. Stage /.) 
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XI. What distinguishes a "statement from an invoice? 
Draw up each referring to the sale by James Jones and Co. Ltd 
to Henry Thomas, of 25 bags of sugar 1 cwt. each at 29/2 and 
12 bags of Demerara sugar 2 cwt. each at 34/-. Terms 14 davs 
net, carnage forward. (R.S.A. Stage I.) y 


Roberts and Co. are timber merchants in a sea-port 
town, importing timber and selling it to dealers in building 
materials and to others. Under what circumstances would 

they use the following documents: (a) invoice, (b) delivery note 
(c) quotation. (R.S.A. Stage II.) y 


XIII. Write an order for drapery goods sent by a retailer to 
a wholesale warehouse. Give an acknowledgment of the 
receipt of the order. Pay special attention in both letters to 
particulars concerning date of delivery and terms of payment 

(R.S.A.StageI.) 

XIV. A. B. & Co. Ltd. want to purchase from C. D. & Co. 
Ltd. 20 gross of 2^-pint kettles at £35 per gross subject to 
10% trade discount and 5% for cash in one month. Give the 
form of the order, adding such conditions and stipulations as 

you think necessary and usual (R.S.A.StageI.) 



Chapter IX 



Like the bloodstream of the body a constant flow of goods 
runs through the country day by day and even night by 
night, maintaining its life, its factories and its communi¬ 
ties. Food, necessary to make up for the shortage of our 
own production, and raw materials needed in our factories 
are unloaded at the ports and taken to the places where 
they are needed. The products of our mines, our farms, 
our factories are carried from their places of production 
to the warehouses, the markets, the shops until they ulti¬ 
mately reach the consumer by the various means of trans¬ 


port. 

Transport may be by messenger, post, rail, road (either 
by private delivery service or public vehicle), canal, sea 1 or 
air. There is little point in discussing here the different 
merits and drawbacks of each method. The main con¬ 


sideration, generally speaking, is cheapness and speed of 
delivery. With most types of goods speed is important; 
with perishable goods, e.g. fish, fruit, flowers, it is vital. 
But of course speedy transport is expensive transport, and 
so some goods, e.g. coal, timber, sand, etc., are more 

economicallv sent by slower means. 

^ * 

Rail Transport is the most usual and there are a number 
of points about it that may be of interest and value to the 
student. 

The British Railway system began in 1825 and, mainly 
because there was a dislike of any ‘monopoly* and a reluc¬ 
tance to prevent the working of free competition, from 
that date until 1921 the British Railways (unlike the 
Continental ones) continued to develop without any cen¬ 
tral direction or State control. In consequence, there 
in 1921, no fewer than 120 separate railway com- 


1 Sea Transport will be dealt with in Vol. II. 
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A Modern Express Train 

The famous Coronation* stream-lined train doing the journey between 

King's Cross and Edinburgh (392 miles) in 6 hours. 


panies, many of them without any real economic justifica¬ 
tion. By the Railways Act of 1921 they were organised 
into these four large groups: 


Railway 

4HP 

Area Covered 

Mileage 

Main London 
Termini 

i . London Midland Sc 
Scottish (L.M.S.) 

1 

| 

i 

Midlands Sc North- 
West of England Sc 
most of Scotland, s 

7,800 

Euston 

St. Pancras. 

1 

2 . London & North- 
Eastern (L.N.E.R.) 

j Western & North- 
| Eastern England & 
East Scotland. 

6,600 

Liverpool Street 
King*s Cross. 

3 . Great Western 
(G.W.R.) 

West & South-West 
England. Wales. 

3,800 

Paddington. 

4 . Southern (S.R.) 

South Sc South- 
East England. 

2,200 

Waterloo 

I Victoria. 


This reorganisation was fully justified by increased 
efficiency, lower cost, and better service but the position 
of the railways was still far from sound. The competition 
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of Road Transport grew from year to year, and between the 
two world wars the railways suffered considerably from 
this new rival. Though legislation had been passed in 
1020 permitting them to conduct road transport also, this 
proved no remedy. It became obvious that only a com¬ 
plete unifi cation of all important forms of transport would 
solve the problem. After much discussion the Transport 
Act of 1947 was passed which brought about the national¬ 
isation of Railways, Canals, and Road Transport m one 
huge organisation: British Transport. The British Trans¬ 
port Commission was created with the task of providing 
‘an efficient, adequate, and properly integrated system ol 


Inland Transport’. 

On 1st January 1948 the four existing railway com¬ 
panies were organised into one unit: British Railways. 
The shareholders were given Government Stock in ex¬ 
change for their shares and the whole railway system of the 
country passed into state ownership. It is hoped that this 
final step will result in greater efficiency and economy and 
that the railways will be the powerful instrument which a 
densely populated and highly industrialised country 


requires. 

Every effort is now being made to attract passengers 
who had lately tended to prefer Road Transport. Services 
are speeded up, stations are modernised, season and 
return tickets are issued at cheaper rates, more restaurant 
cars provide better meals, and more sleeping cars now 
allow comfortable travel at night. The punctuality and 
reliability of British Railways is well-known; in 1949 they 
carried 992 million passengers without a single fatal acci¬ 
dent. 

To avoid the danger of over-centralisation the whole 
area of Great Britain has been divided into 6 regions, the 
Southern, London Midland, Western, Eastern, North- 
Eastern and Scottish Region (see map on page 240). 

Goods may be sent either by passenger or goods train. 
Transport by passenger train is quicker but more expen¬ 
sive. There are various charges depending on the mile- 
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British Railway System 



TRANSPORT 


24I 

age, 1 the value of the goods, their bulk, their risk of damage 

and the cost of handling them. 

These rates are 'S to S' rates, i.e. they are from 'station 
to station' and do not include collection from the sender or 
delivery to the receiver. If the goods are collected from 
the sender but not delivered to the receiver they go 'C and 
S' (collection and station); if not collected but delivered 
they go 'S and D' (station and delivery); if both collected 
and delivered they go 'C and D\ An additional charge 
to the 'S to S' rate is, of course, made when goods are 
collected or delivered. 

The Railway is, in law, a 'common carrier'. A common 
carrier is obliged to carry goods, when requested, for any¬ 
one unless his vehicle is full, the goods are for a destina¬ 
tion off his route, are dangerous goods, or are insecurely 
packed. A common carrier is responsible for any loss or 
damage while they are in transit even though the damage 
may be accidental. 2 They can be sent, at a considerably 
cheaper rate, at owner's risk. 

Parcels, cases, bales, etc., handed to the Railway or 
Transport company for delivery are called 'consignments'. 
Each package is charged for separately, but if a number of 
parcels of the same type are sent at the same time by a 
trader they may be charged as one consignment even 
though they are sent to several customers at the same 
station. 

Canal Transport is of minor importance 3 in Britain 
though it is useful for the conveyance of heavy goods, e.g. 
coal, building materials, china clay, etc., or of goods where 
speed of delivery is not essential. The longest canal is the 

1 which is a 'tapering* charge, i.e. high for short distances, but 
decreasing proportionately for longer distances. 

* Exceptions to this are (1) an 'Act of God’ (i.e. storm, lightning, 
earthquake, etc.), (2) enemy action, (3) loss by the deterioration of 
perishable goods, (4) negligence of the sender, e.g. faulty packing. 

* To some extent because many of the canals had been bought 
by Railway companies and neglected in order to prevent com¬ 
petition with the railways. 
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Grand Union Canal between London, Birmingham, 
Leicester and Nottingham (300 miles). This canal is able 
to take barges up to 100 tons. The most important canal 
is the Manchester Ship Canal, along whose 36 miles ocean- 

going vessels can 

The annual tonnage carried along this canal is about 
6,000,000 tons. Canals, too, were nationalised in 1948 
with the exception of the Manchester Ship Canal. After 
much needed modernisation and improvement the Inland 
Waterways of the British Isles should make a muc 
greater contribution to the nation s transport requirements 

than they are making now. ,- , . h 

Motor Transport, both for passengers and height, has 
become a serious rival to the railways for, though it cannot 
compete in the conveyance of heavy goods such as coal 
ironme, etc., it is, at least for short distances, q^ckermid 
more convenient because the goods can be taken 
door to door. It is, too, cheaper as the capital costs are 
much lower than those of the railways, which had to 
construct and maintain their own permanen w a> 
great cost. Road Transport had the use of roads built and 
repaired by the State and could, therefore, offer its cus- 

tomers lower arcs eliminate this dis- 

nationalisation of transport was tu , , 

creoancv and to work out a system of charges that w 
fai r P to all forms of transport without charging 

more than it can bear’. Transport presented a 

The nationalisation of Road i ran_po p 

40 -M is exempt ». 












TRANSPORT 


243 

nationalisation and, perhaps more important still, private 
firms can transport their own goods in their own vehicles 
and can, therefore, protect themselves from being over¬ 
charged by running their own vans and lorries. 

Road Passenger Transport has developed considerably 
in recent years. Whole fleets of comfortable coaches and 
buses now carry passengers on business or holiday travel 
throughout the country. These services are opening up 
areas which are not served by railways and are attracting 
increasing numbers of passengers who either want to save 
or who prefer to see the country from the road. The 
Transport Act provides for the gradual acquisition of the 
firms engaged in passenger transport but it will take some 
years before this process is completed. 

In sending goods by rail or road a firm will use a Con¬ 
signment Note or Delivery Note. A Consignment Note gives 
the number, description and weight of the goods sent, the 
name and address of the sender, the name and address of 
the person to whom the goods are sent and the name of 
the person paying the carriage. Wheirit has been signed 
by the person sending the goods and by the company, it is 
a contract between them for the transport of the goods. 

Consignment Notes are of several kinds but the two most 
important ones for our purpose are C.R. Notes (Company's 
risk) and O.R. ones (Owner's risk). In the former case the 
company is responsible for loss or damage: 1 in the latter 
case, except for negligence on the part of the company, the 
owner bears all losses himself. A Consignment Note is 
made out in duplicate and the railway vanman or road 
transport driver is given one copy together with the goods. 
He will sign the other copy, which is retained by the sender 
for reference in case of a dispute. 

When the goods are delivered either by the railway or 
the road transport service, the vanman has a Delivery 
Book containing the names and addresses of the customers 
to whom goods are to be delivered, a brief description of 
the goods, and a space for the signature of the receiver. 

1 But see footnote (2) on page 241. 
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In some cases the Delivery Note is in duplicate, one copy 
being given to the receiver, the other being signed by him 
and kept by the vanman. Whatever method of transport 
is used the receiver should be asked to sign the Delivery 
Note on receipt of the goods. His signature, unless quali¬ 
fied by some statement to the contrary, implies that the 
goods have been received as ordered and in good condi¬ 
tion. He should therefore examine them before signing 
or if he is not the person authorised to examine goods, 
should add, when he signs, that they were accepted 


unexamined. , . . 

Road and Rail Transport are mixed in the enormously 

important London area which houses nearly a quarter of 

the population of England. The London Passenger 

Transport Board (L.P.T.B.) was formed in 1933 to deal 

with the immense problem of the traffic of the metropolis, 

and this traffic, especially during rush hours, is something 

that must be seen to be believed. The L.P.T.B. wasin 

1048 changed into London Transport and amalgamated 

into the nationalised transport system of the country. It 

is the largest urban transport system in the world, carrying 

nearly 13 million passengers every day by Lnderground, 

Buses Trollev-Buses, Coaches or Trams. This enormous 

traffic is further increased by the suburban trams, many of 

them electric, which are run by the railways and bring 

passengers from the farther outlying districts of London. 

P Air Transport, the youngest form of transport, was 

started in England in 1919 b Y a ™™ ber of . ^Tn 

four of these firms were amalgamated into 

wavs This company received a considerable subsidy 

from the State to operate the long distanceSfae whok 
nf the Empire. In 1940 the Government bought the wnoie 

stock of Imperial Airways and formed a new corporation 
trnder the nLne of Britfeh Overseas Ai^JjC-pnn*. 

SSat (B.E A.) came into existence to cover the mternal 
British services and the Continental routes. 
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So we have at present two State-owned corporations 
which are ‘the Government’s chosen instruments for all 
scheduled flights’. These two organisations work, of 
course, in very close co-operation. The progress that has 
been made in a comparatively short time can truly be 
called astonishing. A network of routes covers the 
British Isles and reduces the time for the long journeys to 
the North, to Scotland or Ireland to a quarter or less of 
the time taken by any other method of transport. Numer¬ 
ous services link London with all important centres on the 
Continent. More remarkable still are, of course, the air¬ 
lines which join Britain with North and South America, the 
Middle and Far East, Africa and Australia by a route net¬ 
work of 175,000 miles. Canada and the United States, the 
Middle East, India and Pakistan can now be reached in or 
under a day’s flying time from London. More than 850,000 
passengers were carried by the two corporations in 1940. 

Air freight services have gained great importance in 
recent years and exporters have quickly realised the 
advantages of sending goods by air. For precious or 
urgent cargo the speed of delivery often more than out¬ 
weighs the higher cost compared with other forms of 
transport. Today a number of aircraft carrying freight 
only are flying from London to U.S.A. and Canada, to many 
parts of Africa, to Australia and even to Japan. The Air 
Freight rates depend on the nature of the consignment, its 
value, weight, dimensions, and its destination. Even the 
‘Cash on Delivery’ service is now operated by the corpora¬ 
tions. A substantial amount of their income is derived from 
the carriage of Air Mail, which has become an almost 
indispensable service for Commerce and Industry. 

But flying has not only the advantage of speed, it is at 
the same time comfortable and enjoyable. Special 
coaches take the travellers and their luggage from the 
termini 1 to the air-ports 2 . Modern aircraft have room for 

1 the London termini are at Victoria and in Kensington. 

* The main London air-ports are Xortholt and London Air Port 
(Heath Row). 
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50-60 passengers in spacious cabins, charming air-hostesses 
serve meals and refreshments, and sleeper accommodation 
is available for night travel. The cost of air travel in Eng¬ 
land is about the same as first-class travel by rail. 

It must not be thought that the two corporations enjoy 
an absolute monopoly and that the competition of private 
enterprise has been completely eliminated. A number 
of private companies continue to carry passengers and 
freight on a charter basis. In addition there is, of course, 
the competition of foreign airlines whose ’planes fly to 
and from London and who all have booking offices in this 
country. To name only a few of the most important, there 
are: Air France, Swiss Air, Sabena (Belgium), K.L.M, 
(Dutch), American Overseas Airlines and Pan-American 
World Airways (U.S.A.). 

So it needs all the enterprise and initiative of the men 
in charge of B.O.A.C. and B.E.A. to see that British Air 
Lines are second to none on the air routes of the world. 
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9 th March , 19—. 

Midland Counties Transport Co. Ltd., 

Queen Street, Peterborough. 

Dear Sirs, 

I sent a parcel containing socks and silk stock¬ 
ings to one of my customers, Messrs. Gilliar Bros, of 
Gordon Street, Cambridge, on 5th March. The parcel 
was handed to your vanman, H. Brown, and signed 
for by him as received in good condition. 

On its arrival at Mr. Gilliar’s shop the parcel was 
tom and dirty and the contents wet and stained, so 
that most of them were quite unsaleable. 

I have asked my customer to return the goods so 
that we can estimate the damage done. As soon 
as we have examined them I will send you the claim 
for the value of the loss. 

Yours faithfully, 

Morgan and Parker Ltd., 
Henry Morgan (Managing Director). 


EXERCISES 

A 

I. Word Study , Explain and use in sentences: 

Despatch (or dispatch), vehicle, merits (the verb to merit — to 
deserve; the corresponding adjective is meritorious ), perishable 
(use also the verb perish) , timber, monopoly, reluctance (what 
is the corresponding adjective?), justification (use also the 
verb justify) , delivery, destination (don't confuse with destiny ), 
in transit, consignment (the corresponding verb is to consign), 
package (use also packet), minor (don’t confuse with miner), 
conveyance, barge, compete (give the corresponding noun). 
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legislation (use also legislate and legislator), contract (noun), 
van, imply, subsidise (use also the noun subsidy ['sAbsidi]). 

II. Put in the missing words: 

(1) Transport may be by-delivery service or public 


(2) There is little point in discussing the merits and-of 

each method. 

(3) With-goods speed of delivery 7 is vital. 

(4) There was a dislike of monopoly and ——- to prevent 
free competition. 

(5) Many of these companies had no real-justification. 

(6) There are various charges depending on the-, the 

value of the goods, their-and the-of damage. 

(7) The railway is, in law, a-. 

(8) A Common Carrier is obliged to carry goods when- 

unless his-is full or the goods are for a-off his-. 

(9) He is responsible for any loss or damage while the goods 

are in-. 

(10) Parcels handed in to a railway for delivery are called 


(11) Canal transport is of-importance in Britain. 

(12) A Consignment Note is a-for the transport of 

goods. 

(13) His signature unless-by some statement to the 

contrary-that the goods have been received in good con¬ 

dition. 

(14) If he is not the person —— to examine the goods he 

should add that the} 7 were accepted-. 


B 

I. What are the chief methods of transport? Mention 
briefly the merits and drawbacks of each method. 

II. What were the reasons for the nationalisation of British 

transport? . 

III. It is hoped that the nationalisation of the railways will 

lead to greater efficiency and economy. What is your opinion? 

IV. How are railway charges reckoned? 

V. Explain (1) S to S rate, (2) C and S, (3) S and D, (4) C and 

D. . :.. 

VI. What are the obligations and responsibilities of a Com¬ 
mon Carrier ? In what cases is he not responsible ? 
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VII. What is (a) the longest, (b) the most important canal in 
England? 

VIII. Why could Road Transport be cheaper than the rail- 
ways? 

IX. How is the user of freight Road Transport protected 

from being overcharged? 

X. Describe a ‘Consignment Note*. 

XI. What are the chief considerations of the business man 
in deciding which method of transport to use in a particular 

case? 

XII. In what circumstances is road carriage of goods a more 
desirable method of transport than rail or canal? {London 
Chamber of Commerce Certificate .) 

XIII. What are the advantages and disadvantages of water 
transport over railway transport? {London Chamber of Com - 
fnerce Certificate .) 

XIV. Explain the difference when goods are carried by a 
railway company at ‘Company’s Risk’ and when they are car¬ 
ried at ‘Owner's Risk*. {London Chamber of Commerce Higher 
Certificate.) 

XV. A parcel of goods is received by a trader in a very 

damaged condition. 

(а) Draft a letter to the railway company claiming for the 

damage. 

(б) Explain how the trader’s request for compensation is 

affected if the goods were carried at ‘Owner’s Risk'. 

{London Chamber of Commerce.) 

XVI. Which are the two corporations that handle British 
Air Transport ? How are their areas divided ? 

XVII. Explain the factors on which the rates for Air Freight 
depend. 

XVIII. What competition have B.O.A.C. and B.E.A. to 
face? 


Discuss the points in the following extract: 

In all the discussion of reconstruction, transport has hitherto 
been given too little prominence. Yet it is a primary factor in 
almost every aspect of reconstruction—location of industry, 
distribution of population, housing and town planning, agricul¬ 
tural and rural development, health, industrial efficiency, and 
the export trade—not to mention the requirements of defence, 
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the service of new aerodromes* and so on. In all these matters 
transport must be a decisive influence on policv. Full and 
timely consultation of the industry by the authorities both 
upon its own future and upon the part which it is to play in 
general policy—and the two can hardly be separated"—is 
imperative. A large programme of capital expenditure for 
the re-equipment of the railways, which could hardly be car¬ 
ried out except with the assistance of the Government and in 
conjunction with it, could form an important part of a policy 
for full employment. In their turn, new and wide extensions of 
electrification w T ould not only be a contribution towards fuel 
economy, but, more important, by substantially incr easin g the 
demand for electric power, could also cheapen the cost of 
electricity and promote its empknment in other fields where it 
is needed. New opportunities for transport will include new 
opportunities for the railways. They are an indispensable 
national service, and railway reconstruction is an essential, 
directly and indirectly, of any programme for the rebuilding of 
Britain. 

From The Times , 23rd Dec., T943, by kind permission. 



Unceasing Service 

on the 

BRITISH RAILWAYS 





Chapter X 


METHODS OF PAYMENT (HOME TRADE) 

(i) Money, Postal Orders, Money Orders 

The task of commerce is, as we have already said, the ex¬ 
change of goods. In earlier times this was done on the 
basis of barter, i.e. goods were exchanged for goods. The 
huntsman, who had more meat than he or his family could 
eat, exchanged some meat for some fish of which his 
neighbour had too much. The Phoenician merchants took 
the spices of the East and the purple dyes of Tyre to the 
coasts of Cornwall in exchange for tin, or to the Baltic for 

the much-prized amber. 

But it is obvious that such a primitive system cannot 
satisfy the needs of a more highly developed economic 
system. If I want to exchange a big piece of meat for, 
say, a pair of trousers I have to find not only a man who 
wants a big piece of meat, but also a man who at that same 
time has a pair of trousers that he wants to exchange. 
Moreover, the man with the trousers may want only a 
small piece of meat—a far smaller piece than the trousers 
are worth and, though I could cut off a piece of my meat to 
supply his needs, he can’t cut off a portion of the trousers 
of equivalent value in exchange. And that brings us to 
another factor, viz. the need for a measure of value 
that barter doesn’t supply. Again, though the possessor 
of the trousers can afford to keep his goods and wait 
until perhaps he can get what he wants for them, I can’t 
keep my meat very long without its going bad. What 
is needed, then, is some commodity which can be used 
as a medium of exchange and at the same time as a 
measure of value. This commodity we call money. It 
can take and has taken various forms. In China they 
used tea pressed into bricks, the Incas of Peru used cocoa 
beans. The ancient Romans (and other peoples) used 
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cattle.i Other civilisations used salt, furs, ivory, shells, 
olive oil, iron, tobacco and dried codfish. But the 'precious 
metals gold and >il\ er (and to a lesser degree copoer) pos¬ 
sessed most idealh the Qualities needed. Thus thev, unlike 
the big piece of meat, have acceptability (they Will be 
taken willingly by anyone in exchange for goods and can 
be easily recognised for what they are), divisibility (they 
can be divided into small pieces and can be melted and 
re-united without loss), durability (they will not easily wear 
out or go bad) and portability (considerable sums of them 
can be carried around without too great inconvenience.) 

Gold fulfils all these functions best and has been adopted 
by all the leading nations of the world- as the standard 
medium of exchange. Nowadays, however, though gold 
may be used for settling international indebtedness, its 
place as a medium of exchange for internal purposes in a 
country has been taken largely by paper money. In 
England, until 1914, gold coins were used as money and 
bank notes could be converted freelv into gold sovereigns 
at any bank. But owing to the economic difficulties of the 
war. in 1914 gold coins were called in and their place was 
taken by Treasury Notes' 3 of £z and 10 - and gold coins 
have now disappeared completely from circulation. 

In the earliest stages in the use of gold as money it was 
usually weighed out in bars. Later, to overcome the incon¬ 
venience that this caused it was made into coins , i.e. pieces 
of metal stamped to guarantee their weight and fineness. 

1 he English gold sovereign is made of 'standard" gold and 
contains 11/12 of fine or pure gold and 1/12 of alloy to 
give it hardness. The coins (known as metallic currency) 
still in use are: silver 4 —3d., 6d., 1 /-, 2/-, 2/6 (half-crown), 
and copper—farthing, halfpenny, penny and the 12-sided 
three}xmny piece. 

1 Hence the English word pecuniary (Lat. pecus = a herd). 

2 Hut in the Far East silver is used as the basis of exchange. 

J In 1 v-S Treasury Notes were replaced by £t. and 10s. Bant 

N> 1 1 vs, 

* Nowadays not silver but cupro-nickel. 
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Coins are made at the Royal Mint, established in the 
Tower of London by William the Conqueror in the 
eleventh century, but transferred to its present building on 
Tower Hill in 1798. The weight of gold m the gold sover¬ 
eign and half-sovereign was worth the face value of the 
coin. So the gold coin could be melted down and the 
resuitant gold would be worth £1 in the case of the sover¬ 
eign, 10/- in the case of the half-sovereign. Conversely, if 
you took gold to the Mint they would make it, free, into 
sovereigns or half-sovereigns totalling the weight of the 
gold So these coins are called standard coins, and these 
are the only English standard coins. The silver and 
copper co ins do not contain metal equal to their face value. 

These coins are called token coins. 

In addition to the gold, silver and copper currency 
there is a vast quantity of paper money (far exceeding the 
metallic currency) consisting of Bank notes for io/-, £1, £$, 
£10 and upward to ^ooo. 1 

Coins and notes are used almost entirely in direct pay¬ 
ments because to send them by post for payment of debts 
at a distan ce is not only inconvenient but involves con¬ 
siderable risk of loss. 2 For those payments other methods, 
as we shall see, are available. 

But even for direct payments the use of coins or even 
notes has limitations, limitations which are partly practi¬ 
cal, partly legal. Thus, for example, if you are buying a 
motor car for, say, £200 or a house for £2,000 it is unlikely 
that you would want for practical purposes to carry such a 
s um in notes. Besides there would always be, apart from 
this bulk, the risk of loss or theft. Nevertheless, if you 
wished to pay for your house by giving the seller 2,000 one- 
pound notes or 4,000 ten-shilling notes you could do so and 
he must accept them, for Bank notes of all kinds (like gold 
coins) are ‘legal tender* up to any amount. But if you 


1 The notes of £10 and upwards have now been called in. 

* If you have to send valuables by post you can register a letter 
or parcel. The fee for registration is 4d. 
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'tendered" (i.e. offered) for your £200 motor car 4,000 
shillings or 48,000 pennies the seller probably would, and 
legally could, object to being paid in that way. Silver 
coins are legal tender only up to £2; copper coins are legal 
tender only up to i/-. 1 Above that amount, although the 
seller may be willing to accept this form of payment, he 
cannot be compelled to do so. 

But the majority of financial transactions are not con¬ 
ducted in notes or coins but by methods provided by the 
Banks or, in a very much smaller way, by the State 
through the Post Offices. Let us take the less important 
one first. 

The means for making payments through the Post 
Office are (a) stamps, (b) postal orders, (c) money orders 
(including telegraphic money orders). 

Stamps : Stamps are used merely for sending through the 
post payments for very small amounts, though advertisers 
in the newspapers sometimes say they are willing to accept 
stamps in payment. Under certain circumstances these 
stamps can be cashed at the Post Office. 

Postal Orders are issued by the Post Office for sums of 6d. 
and all multiples of 6d., i.e. 1 /-, 1/6, 2/-, 2/6, etc., up to 
£1 is. od. If you wish to send a sum between any of these 
multiples of 6d., for example, 2/8d. or 5/3^* ^ ^ he done 
by affixing stamps of not more than in value for orders 
up to 4/6 or nd. for orders above 4/6. A small charge 
called Poundage varying with the value of the Postal Order 

is made when Postal Orders are bought. 

The Poundage on Postal Orders from 6d. to 1 /- is id. 

„ from 1/6 to 5/- is 1 Jd. 

„ „ „ from 6 /-to 21/- is 2d. 

The sender can guard against the risk of the Postal 
Order being stolen by filling in the name of the payee (i.e. 
the person to whom the money is to be paid) and the Post 
Office at which it can be cashed; or, better still, by filling 
in the payee's name and then crossing the Postal Order 

a except threepenny pieces, which are legal tender up to 2s. 


11 


11 
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(i.e. drawing two parallel lines across the face of it). In 
that case it cannot be cashed at a Post Office but must be 
paid into a banking account. 

Attached to each Postal Order is a counterfoil showing 
the number and amount of the Postal Order. This should 
be filled in with the name of the payee and the date the 
Order was sent. This counterfoil is kept by the sender 
and serves as proof in the event of any claim concerning 
a missing Postal Order. 

The receiver of a Postal Order can get the money for it 
from the Post Office named on it, or, if no name is inserted, 
from any Post Office, but it should be presented within 
three months of the date stamped on it or extra poundage 
may be charged. 

Money Orders are also issued by the Post Office and, 
since they are available up to £50, they are used for larger 

amounts than can be sent by Postal Order. 

A Money Order is really an Order addressed by one Post 
Office to another, instructing the latter to pay a certain 
sum of money to a particular person. To buy a Money 
Order you must fill in a Money Order form giving the 
am ount, name and address of the payee and the sender and 
of the Post Office where the money is to be paid. The Post¬ 
master then makes out two copies of the Money Order. 
One of these he sends to the payee, the other copy is sent 
by the Postmaster to the Post Office where it is payable. 
On the Money Order that the payee receives, the amount 
to be paid and the name of the Post Office where the order 
is to be cashed is shown but not the name of the sender. On 
the copy that is sent to the paying office, the name of 
the payee and of the sender is given. When the payee 
receives his copy he goes to the paying office mentioned 
on his Order and asks for the money. Before he can 
receive it he will be asked to give the name of the 
sender and to sign his own name on the Order. By this 
means it is practically certain that the money cannot be 
paid to the wrong person. A Money Order may be 
crossed, in which case it can onlv be paid into a Bank. 
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There is a charge for poundage on Money Orders as on 
Postal Orders. The rates are: 


Under £3 

- 4 d. 

.. £10 

- 6d. 

.. £20 

- 8d. 

.. £30 

- iod. 

„ £40 

- 1/- 

Up to £50 

1/2 


It may happen that you require money very urgently— 
your car has broken down or your money has been stolen 
or (especially if you are a young and inexperienced tra¬ 
veller) the hotel bill was far bigger than you had expected. 
In that case you can, by phoning or telegraphing to your 
friends receive (if you are lucky in your friends!) a Tele¬ 
graphic Money Order. The procedure is the same as for 
an ordinary Money Order except that the advice to pay is 
sent to the paying office by telegram instead of by letter. 
The charge is the same as for a Money Order with the 
addition of the cost of the telegram. 

But the amount of payment of debts done by the ser¬ 
vices provided by the Post Office is trifling (less than i % 
of the total) compared with that done through the means 
provided by the Bank, that is by cheques and, in the next 
section, we must turn our attention to that method of 
payment. 
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EXERCISES 

A 

Word Study. primitive, equiva- 

Task, prize ( com P. acC entabilitv (use also accept, accep- 

St 

conversely (Jj 3 ® , « tender (use as a noun, a verb, and, 

metals or alloys), bulk, n sdieetive) compel (give the 

with a d ® eren 1 J JJ^^Stirie^use also multiply, muUiplica- 

TL ^SaLl, counterfoil, insert, present (as a verb and as a 
noun. ’ How do they differ in pronunciation.). 

B 


I What are the following: « tnlr „' 

(!) barter; (2) The Mint; ( 3 ) a standard com, ( 4 ) a token 

coin; (5) poundage? 

II What are the functions of money? mat quahties aje 
desirable in a substance used for money? Discuss the suit¬ 
ability as money of (a) salt, (6) cattle, (c) gold, (d) Bank Notes. 

HI. What is meant by legal tender? To what extent are 
(a) copper coins, (6) silver coins, (c) bank notes legal tender* 

IV What are the uses and limitations as a means of pay¬ 
ment of (a) Postal Orders, (b) Money Orders, (c) Telegraphic 

Money Orders? 


V. Describe exactly how payment is made by 
Money Order. 


teans o! a 
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(ii) Cheques and B anking Acco unt s 

Cheques : A cheque is a written order to a bank given and 
signed bt someone who has money deposited there, to pay 
a certain amount mentioned on the cheque, to a person 
named on it. The person who writes out (or ‘draws') the 
cheque is the drawer; the person to whom it is made payable 

is the ‘payee'; the bank on which it is drawn is the ‘drawee 1 . 
In the cheque below 



C. F. Smith is the 'drawer', Albert Henry Hobdell is the 
‘payee' and the cheque is drawn on the London and Wessex 
Bank; that bank is the ‘drawee'. 

This cheque is made out to Albert Henry Hobdell or 
Order. It is an order cheque, so, before the bank will cash 
it, Mr. Hobdell must ‘endorse' it, i.e. sign his name on the 
back exactly as it appears on the face of the cheque, i.e, 
‘Albert Henry Hobdell' not A. Hobdell or A. H. Hobdell. 
If Mr. Hobdell wants, instead of cashing the cheque, to use 
it to pay a debt of the same amount to, say, Mr. Brown, he 
can, after endorsing it, pass it on to him, or better still 
endorse the cheque ‘ Pay G. Brown or order' and sign under¬ 
neath. 
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If the word ‘order* had been crossed out and the word 
'bearer* inserted the cheque would now be a bearer 
cheaue 1 It would need no endorsement and would be 
naid to anyone who presented it at the bank. This person 
SUt have found or stolen the cheque and, though he has 
of'couise no legal right to it and is committing a cnimnal 
-.ffence in trying to cash it, he might, as it is a bearer 
heque* be able to get it cashed. As a safeguardagainst 

Sawn across the face of it usually with the words & Co. 

Tallied cheque (and in this it differs human 'open’ 
:heque) can only be paid mto a Bank and credited to the 
iccount of the person to whom it is made out, or to 
whom it is endorsed. Sometimes instead of a general 
mossing’ (as above) there may be a ‘special crossing made 
i>y adding thenameof aparticular bankorbranch of a bank, 
;.e. ‘Lloyds Bank, Eastern Branch’, in which case it will 
be dealt with only at the bank and branch mentioned. 

as a still further precaution the crossing may 
include the words 'account payee only’. In that case the 
hank will pay the cheque into the account only of the 
person named. The cheque cannot be transferred by 

endorsement to someone else’s account. 

You may see a cheque crossed not negotiable . lhis 
does not mean that it cannot be transferred; it means 
(in accordance with the Bills of Exchange Act, 1882) 
that a person who takes such a cheque has not a better 
title to it than the person from whom he took it. In 
other words, if this latter had stolen it (and so had no 
title at all to it) the one who receives it, though all in 
good faith, has no more title to it than the thief and 
may have to give it up to the rightful owner without 
compensation. So, with a cheque marked not negoti- 

1 You can buy 'bearer* cheque forms. 

1 He could of course cash an open 'order* cheque. 

a Cheques can be obtained with printed crossings. 
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able’, be sure of the character of the person from whom 
you accept it! 

The advantages of cheques must be fairly obvious to the 
student. As the stamp on the cheque is only 2d. lrrespec- 
tive of the amount of the cheque, cheques are (at least for 
all amounts above 21 /-) cheaper than Postal Orders and 
save the trouble of a visit to the Post Office to obtain 
them. They can be made out to any odd penny 1 and so 
are very convenient and* as they can be made out to a par¬ 
ticular person and crossed, they are practically completely 
safe. They eliminate the necessity of keeping at home or 
carrying round large sums of money. They can, if neces¬ 
sary, be stopped and, being numbered, can easily be 
traced. So it is not surprising that the vast majority 2 of 
inland payments are made by cheque. 

It is certainly no exaggeration to say that not only does 
every business-man, practically without exception, keep a 
ba nk i n g account, but that a very great number of private 
persons, too, take advantage of the services that the banks 
offer to their clients. Even many housewives today find 
it more convenient to pay by cheque and they either have 
an account of their own or are authorised to sign for their 
husbands* accounts. 

The decision which bank to choose depends mainly on 
personal factors. It is, of course, an advantage to have it 
fairly near your office and a business-man may simply 
take that one which is most conveniently situated; in other 
cases he may have some connection with, or introduction 
to, one of the big banks. For you cannot simply walk into 
a bank, put your money on the counter and ask for an 
account to be opened for you. In this country a bank 
will accept a new customer, who is unknown to the man¬ 
ager, only if he is introduced or recommended by a person 
or a firm who is known to the bank. Usually this require¬ 
ment is met by a letter of introduction to the manager, who 

1 Fractions of a penny should not be put on a cheque. 

2 The use of an account with the Post Office, which is so popular 
in many other countries, is unknown in England. 
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will make careful enquiries into the character and standing 
of his prospective customer. The idea is, of course, to pro¬ 
tect himself and his bank from any misuse of the account. 
If these enquiries prove satisfactory the new client *rU be 
asked to cah and see the manager, and at this personal 
meeting the customer decides what kind of account e 

The most usual type of account is the Current Account 
into which he pays monies and cheques received and from 
which he makes payment by drawmg cheques. The bank 
pays no interest on the credit balance of a current account 
in fact where an account is comparatively small but 
causes a fair amount of work, the bank will even charge a 

small commission. , * 

If a customer has more money than he thinks he s 
likely to use in the near future, he may ask to transfer a 
certain sum to a Deposit Account. He can only draw on 
this account by giving 14 days’ notice to the bank, but on 
the other hand the bank will pay him a small interest, 

normally 2 % under Bank Rate. 1 

When this has been settled the new customer signs the 
Signature Book and a few Signature Cards which the bank 
req uir es for reference and identification. In signing 
cheaues or bills he must, of course, be careful that his sig¬ 
nature does not differ too much from the specimens he left 
with the bank. He is then handed his first cheque book, 
for which the bank only charges him the value of the 2d. 
stamps which are embossed on the cheques. On the inside 
cover of the cheque book the customer gets some useful 
hints on how to prevent fraud or fraudulent alterations. 
In case of a loss the bank can be held responsible only if 
the customer can prove that it has acted negligently. 
If we realize, for example, that it takes only one letter to 
change eight’ into * eighty’ it is obvious that the customer 

cannot be too careful. 


1 Bank Rate = the official rate at which the Bank of England 
will discount approved bills of exchange. (See page 272.) 
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If he himself makes a rmstaKc 10 wnun^ oui ® qici|uc 
he can correct it but every correction or alteration must 
be signed or at least initialed. If he receives a cheque on 
which his name or initials have been given wrongly be has 
first to endorse it exactly as it is made out and then put his 

correct signature underneath. 

In addition to the cheque book the bank issues or hands 

him a Pass Book in which all transactions of the account 

are ioried The Pass Book * now frequently repUorf 

bv weekly or monthly statements showing on the debit 

side the cheques paid by the bankdurmg thepenodandon 
the credit side the amounts paid m. The bank supplies a 
folder in which these statements can be filed and they or 
the Pass Book enable the client to keep an efficient control 

over his financial affairs. , .«... 

The statements show, of course, the balance of the ac¬ 
count. We have seen that a customer can deposit any 

surplus monev on a deposit account, but JW*®*** 
opposite happens: he mav find that, at least temporarily. 


















METHODS OF PAYMENT 

he will need some additional capital. It is one of the 
cervices of the banks to bridge the gap in such cases, pro¬ 
vided, of course, that they are satisfied with the purpose 

for which the money is used. 

The business-man has two ways of getting an advance 
from the bank: he can either arrange for an overdraft or 
for a loan. If the money is likely to be needed only for a 
short period he will probably prefer the former. The bank 
will allow him to ‘overdraw’ his- account up to an agreed 
amount, but will charge him interest on the debit balance, 
which will vary as and when he reduces it by incoming 
payments into the account. If he, however, thinks that 
the money is likely to be needed for a longer penod and for 
a fairly constant amount he will ask his bank manager for 
an advance in the form of a loan. This is arranged by 
opening a Loan Account, which is debited whilst the Cur¬ 
rent Account is credited with the amount granted by the 
bank. In this case the interest is calculated on the fixed 
debit on the Loan Account, but the rate is slightly lower 
th an for an overdraft. The borrower will be well advised 
to keep the difference of procedure in mind and to work out 

which way will be less expensive for him. 

Before the manager grants an overdraft or a loan he will 

almost certainly ask for security. There are several ways 
open to a business-man for securing an advance. Govern¬ 
ment Bonds and Municipal Loans (known as ‘gilt-edged’ 
securities) will be readily accepted by the bank; debentures 
and shares, too, can be sold if necessary, though the man¬ 
ager will not forget that prices and values of shares may 
fluctuate violently, especially in periods of crisis. In other 
cases the business-man may transfer to the bank, as 
security, documents or titles to goods; or, if it is a Joint 
Stock Company that wants the loan, a Debenture, which, 
as we have seen, is a first charge on a company s assets, is 
issued in favour of the bank. If the customer has none of 
these securities available he may be able to find somebody 
who will give a written guarantee to the bank, but the 
value of this will obviously depend entirely on the finan- 
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oal standing of the lUMUPtQf. luthjhiiBiyifaiBil* 

gages^TEmd or houses « a Life Wt Vdtcfm 
senility to the bank. All these securities an often oM 
'collateral', Le. additional' securities, be cause ■ <auy 
mm* the has in the first instance the p ers o nal ana 

against its customer. , . 

If a client overdraws his account without having ^ 
the necessary arrangements, the bank can, of owuse,irfiBis 
to pay his cheque, as it is only unde r the oUiutiau te 
honour cheques for which funds ate available. I n such a 
the cheque would be returned to the payee, axiasl 

R/D (refer to drawer). __. . . 

Despite all the good advice the authors h are pa* gwan 

you, they, too, make mistakes. The foliowiag Kttns 
speak for themselves: 


HARJRODS 

knichtsbridob 

LONDON S W I 




8 lk Mtnk, 19 —* 

C. E. Eckersley, Esq. 

1)631 S We thank you for the favour of cheq ue val ue 
£2 6s. 9d., but as you have filled in the *f*g”*^ 

Sad if you «iD kindly rite kg.*, to concy toJ 
with words, initial the alteration, and return the 

cheque to us. . 

Yours faithfully, 

Haskods, Ltd., 

G. N. Graves (Accounts Dept). 
Reference K.4.68 EPjEB. 









^lecuIm^eM ^^uei/. J&mdorv. S f-B- f 


20 th October, 19 

Walter Kaufmann, Esq., 

E.C. 4. 


* 


r) ear Sir 

We observe that a cheque for £31 7 s - 8d - in 
favour of the Esher Urban District Council has been 
made out by Typewriter on your account. It is the 
practice of bankers to discourage the drawing of 
cheques in this manner ' 1 as it affords no protection 
either to the customer or banker, since unnoticed al 
terations can easily be effected by erasure. 

We shall be very much obliged, therefore, if you 
will kindly refrain from employing this method. 

Yours faithfully. 

For Anglo-Uruguayan Bank Limited, 

D. T. Jefferies (Manager). 


EXERCISES 

I. What is a cheque? What are its advantages as a method 
of payment? 

II. Fvpiain the terms drawer; payee; drawee; an order 
cheque; a bearer cheque; endorsement. 

III. How do you cross a cheque? Explain the terms 
‘general crossing’; ‘special crossing’. 

IV. What is the effect of writing ‘account payee only’ or 
‘not negotiable’ on a cheque? 

1 It is, of course, common in many countries outside England to 
make out cheques by typewriter. 
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V. If you axe drawing a cheque to what points would you 
give special attention so as to ensure safety? Explain how 
each of the precautions acts. 

VI. Explain: 

(i) a c irrent account; (2) a deposit account; 

(3) R [D; (4) a pass-book; 

(5) an overdraft; (6) a loan. 

VII. What would you do if you made out a cheque for 
£14 7 s * 5d* instead of £14 5s. 7d.? 

VIII. How would you endorse a cheque made out to you 
with vour name wrongly spelt? 

IX. What is meant by: 

(a) A Bank Overdraft; 

(b) Collateral Security. 

What characteristics should a security possess to be readily 
acceptable to a banker? 

Name two kinds of security generally acceptable to a banker. 


(iii) The Inland Bill of Exchange and the Promissory Note 


We must distinguish two kinds of Bill of Exchange— 
The Inland Bill of Exchange and The Foreign Bill of 
Exchange. 

The one, as its name implies, is used in the Home 
Trade, 1 the other in the Import and Export Trade. The 
Foreign Bill of Exchange, which is still of paramount 
importance in the finance of international trade, will be 
examined in a later chapter (page 292); we shall he con¬ 
cerned here only with the Inland Bill of Exchange. 

The Bill of Exchange has been long established in 
English Trade (it was probably introduced during the 
Middle Ages by Italian merchants) and before the cheque 
attained its present popularity was widely used, because 
it formed a useful instrument to bridge the considerable 


1 An Inland Bill is one drawn and payable within the British 
Isles (excluding Eire) upon a person residing there. Any other 
Bill is a Foreign Bill. 
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time that elapsed between buying and selling, owing to 
to much dower means of transport and commumcatto^ 

time were not so plentiful and elaborate as now. Both 
reasons have more or less disappeared since railway and 
motor car, telephone and telegraph have reduced the dis¬ 
tance between the various stages of commerce and since 
the growth of the cheque and credit system has provided 
more convenient ways of payment and credit in the home 
market. The Inland Bill of Exchange has therefore lost 
most of its former importance in this country, though 
we still find it fairly often in the home trade of other 
countries. The legal definition of the Bill of Exchange 
(abbreviated B/E) is given in the Bills of Exchange Act of 

1882: . ... 

‘A bill of exchange is an unconditional order m writing 

addressed by one person to another and signed by the 
person giving it, requiring the person to whom it is ad¬ 
dressed to pay on demand or at a fixed or determinab e 
future time, a sum of money to or to the order of a speci¬ 
fied person, or to bearer/ . c . . 

All points which are laid down in this definition are 

essential; if one was missing the Bill of Exchange would 

not be legally enforceable. ., , „ , ... 

If we compare the terms of the Bill of Exchange with 

those given for the cheque (page 258), we shall find that 

they agree in almost every point: 

(1) Both are unconditional orders; no bank would pay a 

cheque if it were subject to any condition and a Bill of 

Exchange would become invalid by the insertion of any 


condition. ... , 

(2) Both are in writing (which includes typewriting and 

printing). 

(3) Both are addressed from one person to another, i.e. 
from the drawer to the drawee. The drawee in the case 
of the cheque is always a bank. (As the drawer of the 
cheque has to keep the bank in funds to pay the cheques 
he draws it is not necessary to have them accepted.) 
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(4) Both the cheque and the Bill of Exchange must be 
signed by the drawer. 

(5) Both require the drawee to pay a stated sum of 
money either on demand or at a fixed date (e.g. 20th 
December, 1945) or at a determinable future time 1 (e.g. 
two months after date which is the date when the bill is 
drawn). A cheque is always payable on demand. 

(6) Both the cheque and the Bill of Exchange are pay¬ 
able to a specified person, the payee, or his order, and 
both can be made pa}'able to bearer. 

This identity in all essential points simply means that 
the cheque is actually a Bill of Exchange drawn on a bank 
and payable on demand. 

Ever} 7 Bill of Exchange has to bear a stamp, the value 
of which depends on the terms and the amount of the Bill. 
All Bills, irrespective of the amount, which are payable 
either on demand or within three days after date or sight, 
bear a stamp of 2d. (Cheques being Bills payable on de¬ 
mand have, therefore, always a stamp of 2d.) 

All other Bills of Exchange up to £10 cost 2d. 


Over £10 up to £25 - 3d. 

Over £25 up to £50 * 6d. 

Over £50 up to £75 - 9 d - 

Over £75 up to £100 - - - 1/- 


and on every additional £ioo, or fraction of £100, the cost 
is 1/-. The stamp on a Bill of Exchange of £325 is, there¬ 
fore, 4/-. Stamp duty on Bills payable on demand can be 
paid in postage stamps, but on all others it must be 
paid in revenue stamps which are impressed on the paper 
by the Controller of Stamps, a department of the Inland 
Revenue. 


If a debtor is in a 
most likelv use a 




to pay on demand he will 
an Inland Bill of Exchange 


1 '60 days after my death’ is a determinable date: I am sure to 
die sometime. *6o days after the arrival of the goods’ is not a 
determinable date. They may never arrive. 










navable on demand will only be used in very rare and 
special cases, e.g. as security for a loan. Let us assume 
Smith lends Hart £300 and wants to make sure that he 
can recall his money when he wants or needs it He will 
draw a Bill of Exchange on Hart which would read as 

follows: 


— 

7^300.0.0 

10 A **>-• 

i[F 

'^MfJtuhdred founds 

0 rrto &cvrrv of 1 


f/» fjiayf .fctj. 

b * iv i . _ 

S.W 1 .-* 



There are so far only two persons named in this Bill of 
Exchange; William Smith the drawer 1 and George Hart on 
whom the Bill of Exchange is drawn (the drawee). 

If William Smith had stipulated in the text that the 
/300 should be paid to John Brown then he (Brown) 
would be the payee, but this, as it stands, would be of very 
limited value because so far Hart has not yet declared his 
willingness to pay when asked. Smith would, in all prob¬ 
ability, not give him the goods or money before this point 
was quite clearly settled. Hart declares his willingness by 
"accepting* the Bill. That means he signs his name across 

the face of the Bill of Exchange. 

The Bill would then appear as shown on the next page: 


1 As the Bill of 
the payee. 



also 
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& 


360 . 0.0 


lOlfr lltfli ^4.5 



(&» 





Ihretiw Kgf Kd ■pon t\cU Q; 


To G&rtqe. tkaff.fec f, 

' S.w. 4 - 




otd 4 * 4 ^ 
i«ce^tte<a^ 

Moju 




Hart has thus expressed his willingness to repay Smith the 
sum of £300 if and when the Bill is presented. 

A Bill of Exchange is more frequently used in normal 
trade transactions when a buyer wants an extension of 
credit from his seller. Let us again take a simple example; 
Hart has bought from Smith goods to the amount of {240 
which are due for payment on the 20th July. Instead of 
sending a cheque, Hart asks Smith to draw on him for the 
amount of £240 at, let us say, two months after date. If 
Smith is prepared to agree or if this procedure had been 
agreed upon when the goods were bought, Smith will send 
the following Bill of Exchange to Hart for his acceptance: 




"Two fa 

CiiOMi ^6 6Ur»9% 

J-ofrfy JtUrUM lS 

*1o 66orrc\c muf. t<eu 

fc. 

SM. 4 - 


/*/ 


4> niA <H 




\YtO IvuMdbtd 0*4 

S*f ttff 
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Hart accepts the Bill by signing his name m the place 
provided for acceptance, but his acceptance is fuller than 
that given on page 270; he has added the word a^epte 

sented for payment. The Bill which he returns to Smith 
now reads as follows: 




0.0 



— ^ 

•C. jfai.v'V-v— 




/ 



% 6fipt^e 

fe. J Strvfr 

SJf. 4 - 


liw kjuMdteU aMCj 




j/Utew^_Su|rf^j 


Smith keeps the Bill in his safe until it is due and then 
h ag it presented, through his bankers, at Barclays Bank, 

High Street, S.W. 4. 0 _ A 

Discounting cl BiU of Exchange. As long as Smith holds the 

Bill of Exchange in the example we have given, he is un¬ 
able to use the amount of £240 in his business. He would 
thus lose one of the advantages the Bill of Exchange offers, 
i.e. the recovery of his capital. It is very likely, therefore, 
that he will use one of the two means by which he can do 
this: he will either ‘discount 1 the Bill or 'endorse 1 it. To 
discount a Bill means to sell it to a bank or a discount 
house against cash. The bank would examine the Bill, 
the credit of the drawee and of the drawer and if it is 
satisfied, will buy it. It may seem strange that the bank 
should examine the drawer’s position too, but a moment s 
thought will show that this is necessary. If the acceptor, 
Hart, fails to pav the Bill when it is presented to him, at 
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maturity, the bank will, of course, look to Smith to re¬ 
fund the amount they had given him for it. Again, the 
bank may find that they have discounted a rather iarge 
number of Bills with Smith’s signature already and they 
do not want to increase their risk. If they agree to pur¬ 
chase the Bill they will, however, deduct interest from 
the day of purchase to the day when the Bill is due, in other 
words 'the discount’. The rate of discount varies and 
depends, among other things, on the rate of the Bank of 
England, the period the Bill has to run, the reputation of 
the various parties to the Bill, and the type of Bill that it is, 
whether accepted by a bank or not. A Bill that is drawn 
or accepted by a reputable firm whose name gives security 
beyond doubt is called a fine trade bill. Suppose the Bill 
has 60 days to run and the discount is 4 %, the bank would 
deduct the simple interest or ‘bankers’ discount’ for 60 
days at 4 %— 


Bankers’ Discount 


£240 60 4 

-x ; x ——- =£1 ns. 6d, 

1 365 100 


and pay or credit Smith £238 8s. 6d. 

It might appear that by allowing Hart to pay by Bill of 
Exchange, Smith loses the discount, but it must be remem¬ 
bered that by not paying cash Hart forfeits the cash dis¬ 
count which even at 3 % would amount to £7 4s. od. (Of 
course, if the amount had been payable ‘nett cash’. Smith 
would debit Hart with the discount .1 


Endorsement of a Bill of Exchange: The other way which 
Smith could choose to recover the use of the capital tied up 
in the Bill of Exchange would be to send it to one of his 
suppliers as payment. Assuming he owes Baldwin and 
Sons £300 he could send them the Bill of Exchange for 
£240 with a cheque for £60. Before he parts with the Bill, 
however, he has to endorse it; that means he has to transfer 
his rights on the Bill of Exchange to Baldwin and Sons, 








METHODS OF PAYMENT 2 73 

who now become the payees. To do this he writes on the 
back of the Bill: 

‘Pav Messrs. Baldwin and Sons, or order, 

y William Smith. 


The drawee or acceptor is not informed of this indorse¬ 
ment- it does not matter to him whether he pays Smith or 
Baldwin and Sons. The new payees m their turn could 
acain pass on the Bill of Exchange to one of their creditors 
and the Bill would then have two endorsements. Inis 
procedure is not often used in this country, hut on the 
Continent a Bill often goes through so many hands that 
there is not room enough for all the endorsements on the 
back and a slip of paper has to he stuck on to it on which 
further endorsements can be written. Such an extension 

is called an Allonge . 1 , „ f , r . , Wa 

The Advantages of the Bill of Exchange {Inland). We 
have seen that the Inland Bill of Exchange has several 
features which make it advantageous for the drawee and 
even to a certain extent for the drawer. It enables the 
customer who is for one reason or another unable to pay at 
a certain date in cash to postpone payment to a more con¬ 
venient time at very little cost to himself. It does not 
deprive his supplier of the use of his capital because he can, 

if he wishes, either discount or endorse it. 

The Bill of Exchange clearly defines in a legal docu¬ 
ment the amount of debt and the date for payment. 
Being a negotiable instrument 8 it reduces payments in 

cash. 


1 Each new n am e added to the Bill means that there is still an¬ 
other person liable and so the security of the holder becomes 
greater, for if the Bill is dishonoured the holder can claim from 
the drawer or any endorser. 

* A negotiable instrument is a document (e.g. cheque, B/E, 
Bank of England Note) containing a contract. By the delivery or 
endorsement of this document the legal right to the money or 
security represented by it passes to the person to whom it is 
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The Objections to the Inland Bill of Exchange'. There are, 
however, several reasons why the Inland Bill of Exchange 
is not frequently used in the Home Trade compared with 
its enormous popularity in the Foreign Trade. The first is 
that by the vert' fact that he wants to pay by Bill of 
Exchange instead of by cheque a debtor shows that his 
capital is insufficient for his business or for the stocks he 
carries, in other words, that he is overtrading. The credi¬ 
tor, furthermore, cannot know how man}' other Bills his 
customer may have accepted. It is obvious that by per¬ 
mitting him to pay by Bill of Exchange instead of in cash, 
the seller extends his risk b}' the period of the Bill of Ex¬ 
change. It is, of course, a very serious matter for a busi¬ 
ness-man not to meet a Bill at maturity; the fact would 
be published in the trade papers and would be an almost 
deadlv blow to his credit. This actually makes many 

^ w 

business-men very reluctant to pay by Bill of Exchange. 
A careful business-man watches his Bills payable very 
cautiously and sees to it that the funds to meet them 
are available in time. If, in spite of his efforts, he 
finds that he c ann ot pay or perhaps not pay in full, he will 
probably approach the drawer and, explaining the circum¬ 
stances/ask him to renew the Bill. Usually he will offer 
to pay at least part of the amount due and to accept a new 
Bill of Exchange plus interest for the balance. A request 
such as this puts the creditor in a rather awkward position. 
If he refuses, he knows the Bill will be dishonoured with 
all the serious consequences for his customer’s credit, 
leading perhaps to bankruptcy, in which case he may lose 
even more. He will, therefore, often agree, though very 
reluctantly, and on receipt of the part payment and the 
new Bill of Exchange will cancel the original document. 
If it had been discounted he would have to call it back 

from the bank. 


delivered. Any holder who accepts it in good faith and for value 
has a good title to it: a cheque crossed ‘not negotiable' (see page 
zyj \ is not a negotiable instrument. 
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Dishonouring a BiU of Exchange -.; When the Bill of 
Exchange is presented it must be paid, hut, except in the 
rase of a Bill payable on demand, the acceptor is allowed 
‘three days of grace’. 1 Thus, for example, the last day o 
™ v a Bill due on the 15th September would be 18th Sep¬ 
tember If it is not paid it is said to have been dis¬ 
honoured and the drawer of the Bill would be informed of 
this fact by his bank. He would then at once write a 
letter to the drawee and demand immediate payment, 
foiling which he would take legal action. For this an In¬ 
land Bfll of Exchange is in itself sufficient to prove the 
debt but some firms have a dishonoured Bill noted. 
The noting of a Bill is done by a Notary Public who first 
tries once more to obtain payment. If this attempt again 
fails he notes the fact on the Bill and certifies it with his 
signature. A Protest, which is essential in the case of a 
Foreign Bill of Exchange, is not necessary for an Inland 

Bill of Exchange. . 

Promissory Notes : A Promissory Note (P/N) is different 
from a Bill of Exchange in several respects. First of all, 
it is not an order but a promise to pay. Consequently, 
there are only two parties to a Promissory Note; the one 
who maltfis the promise and writes the note—the maker, 

and the other who is to be paid—the payee. 

It is cl par that an acceptance would be meaningless as it 

would be given by the same man who promises to pay. 
But a Promissory Note is a negotiable instrument and can 
be transferred by endorsement, like a Bill of Exchange, 
though this is very seldom done in practice. 

The Bill of Exchange Act, which covers Promissory 
Notes as well gives the following definition: 

*A Pro miss ory Note is an unconditional promise in 
writing, made by one person to another, signed by the 

1 If the last day of grace falls on a Sunday, Good Friday, Xmas 
Day or day appointed as a public fast or t hanks giving day, the due 
date is the working day before the Sunday or Holy Day. If the last 
day is a Bank Holiday the due date is the next succeeding business 
day. 
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maker, engaging to pay on demand or at a fixed or deter- 
minable future time, a certain sum in money to, or to the 
order of, a specified person, or to bearer/ 

Bank Notes are legally Promissory Notes, made by the 
issuing bank and payable to bearer on demand. 

Here is a Promissory Note given by John King to Henry 
Smith: 


£230 Wood Street, 

E.C. 3. 

10/A May, 19—. 

(3/- stamp) 

Three months after date, I promise to pay to Mr. Henry 
Smith, or order, the sum of £230, value received. 

John King. 

Payable at Lloyds Bank, 

Cheapside, E.C, 3. 


Promissory Notes are subject to the same stamp duty as 
Bills of Exchange, but while the Bill of Exchange which is 
payable on demand bears a 2 d. stamp for any amount, all 
Promissory" Notes, including Notes on demand, are subject 
to stamp duty ad valorem at the rates given on page 268 / 
The commercial importance of Promissory Notes is 
negligible and many, if not most, business-men have never 
handled one, 

I.O.Us.: The student may occasionally meet a document 
headed by the mysterious letters I.O.U. 


LO.U, 

Three Pounds 

3rd February , J 9—. W ARNER Lee. 

I 

[ 

i ___ _ - _ - - 1 


1 On aii Inland Promissory Notes the stamp must be impressed 
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Their meaning becomes clear when pronouns. * 
vou’. It is not a means of payment like cheques, B so 
Exchange or Promissory Notes, but a simple acknowle g- 
1 Q f a debt' it requires no stamp and naturally is no 

SSsfeLble by endowment. Sometimes, but not always 

the name of the creditor is given, but it is essential that 
Sr payment is stated because this would change it 

into a Promissory Note, which is subject to stamp duty. 


EXERCISES 


T Word Study- Explain and use in sentences: ^ 

Imply (use also apply, reply), establish, attain (use also 
contain retain, detain, obtain, sustain), elapse, elaborate, en¬ 
insert (give the corresponding noun), in funds, a determinab e 
time/ aspecified person, identity (two meanings), Respective 

_^ennvp reluctant, risk, transfer, ad valorem. 


B 

I. What is (a) a Bill of Exchange, (b) a Promissory Note, 
(c) an I.O.U., (d) a fine trade bill, (e) a negotiable instrument, 

(f) three days of grace? 

II. In regard to a Bill of Exchange explain what is meant by 
'accepting*, ‘noting*, ‘dishonouring*. 

III. In what respect is a Bill of Exchange like a cheque? 
In what respects is it different? 

IV. Discuss the advantages and disadvantages of an Inland 
Bill of Exchange. 

V. Explain exactly how a Bill of Exchange is used, including 
endorsing and discounting. 

VI. Make out a Bill of Exchange for £500 drawn at 4 months 

from 1st March, 1946, by Henry Brown of 64, Duke Street, 
Glasgow, on George White of 7*# Street, Edinburgh, and 
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accepted by the latter payable at the Bank of Scotland 
Princes Street, Edinburgh. 

VII. On 15th February, 1945, John Falkner, Birmingham, 
sold goods valued £600 to Thomas Masefield of Leicester and 
drew a Bill upon him on 14th March at three months date. 
Masefield accepted the Bill and on 7th April Falkner dis¬ 
counted it at his bank at 6% per annum. Just before the Bill 
fell due Masefield asked Falkner to withdraw the Bill at 
maturity sending him a cheque for /Too, and saving that he 
would accept two fresh Bills each for half the amount still due, 
one at two months and one at three months, with interest at 
S° 0 per annum added. To this proposal Falkner agrees. 

VN rite out the two fresh Bills which Masefield accepted and 
indicate the arrangements Falkner had to make with his bank 
on the date of maturity of the first Bill. (/?.S.^ 4 . Stage II Inter.) 

VIII. A merchant purchases a /i,ooo Bill with 93 days to 

run, on the basis of a discount rate of 3^ per cent, per annum, 
and sells it to a bank on the same day at a discount rate of 
31 per cent. What profit does he make? . Stage II.) 




Chapter XI 
FOREIGN TRADE 


We have already seen in previous pages (16-27) something 
of the imp ortance of Britain’s import and export trade. 
This is a subject in which the foreign student is naturally 
interested and it will be dealt with in more detail in Book 
II. But it will be useful at this stage to study Foreign 
Trade, at least in outline, and note how it differs from the 
Home Trade and examine the methods used for payments 

from one country to another. 

It will be easily realised that the export merchant has to 
cnptpnH with a great number of difficulties which are un¬ 
known in the Home Trade. The causes of these diffi¬ 
culties are manifold: the distance between seller and 
buyer and the timelag in communications; the different 
requirements of foreign markets which necessitate thor¬ 
ough research; the complications of foreign currencies 
made more difficult still in recent years through restric¬ 
tions and regulations; customs, tariffs and duties which are 
subject to sudden changes; limitations and quotas which 
are imposed by many countries in order to adjust their 
national balance of .trade; the difference of language, 
usage and taste which must be overcome and a host of 
others. 

Because of all these complications all foreign transac¬ 
tions are, as a rule, concentrated in a separate Export 
Department. A special staff, familiar with all the forms 
and formalities, works under the direction of an experi¬ 
enced clerk with a thorough knowledge of foreign markets 
and their regulations. He should have a working know¬ 
ledge of two or three languages, because even if he answers 
all correspondence in English, as is only too often done, he 
should at least be able to understand and translate letters 
received in a foreign language. The Sales Promotion of 
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the Export Department is frequently entrusted to a 
special Export Manager who has the same functions 


in the Export Market as the Sales Manager in the Home 
Market. 

It is not surprising that we find in the import and export 
trade several groups of intermediaries or middlemen, each 
specialising in a particular function or market and that the 


chain from producer to consumer is consequently longer 
than in the Home Trade. Before the war of 1914-1918 
the normal procedure was for the manufacturer to sell his 
products to a wholesale export merchant, who had his over¬ 
seas organisation which was in contact with importers. 
From the import merchant the goods went through an¬ 
other wholesaler to the retailer and so ultimately reached 
the consumer. The actual shipping and packing of the 
goods was often entrusted to a Packing and Forwarding 
Agent who was familiar with all the technical details. 

The way is somewhat shorter when the overseas buyer 
places his orders through a Commission Agent. As the 
name implies, the Commission Agent executes the orders 
which he receives from his principals according to the 
instructions he gets and charges a commission which 
varies from 2% to 10%. Upon the skill and experience 
of the agent, and on his knowledge of markets and mer¬ 
chandise, the foreign buyer is largely dependent. There 
is, naturally, always very keen competition among agents 
to gain the orders of an important overseas buyer, a 
‘mark' 1 to use the technical term. The orders that are 
received are called ‘Indents. These Indents vary; in 
some cases they contain all particulars as to goods, 
quality, price and manufacturer, and all that the agent has 
to do is to pass the order on and to attend to and super¬ 
vise the shipping of the goods. An indent with these 
definite instructions is called a ‘closed indent'. 


An ‘open indent' on the other hand leaves the agent 
much more freedom and discretion. It gives only the 


1 So called for the mark on his bale of goods, e.g. L. Co . 14°- 
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type of goods required and the agent chooses the firms 
which, in his opinion, are the best and asks them for 
quotations. If a price limit is given in the indent and the 
agent is unable to get quotations within this limit he may 
have to refer back to his principal and ask for new instruc- 
tions. When agreement has been reached, the order is 
finally placed, sometimes by giving the manufacturer a 
new order with confirmation of the accepted price. This 

order is called a * confirmatory indent. 

Another way to get export orders is by means of the 
Overseas Agent. The manufacturer desirous of opening 
an overseas market for his products will allot a defined 
territory to an agent, after having satisfied himself of the 
agent's integrity and reliability. The agent maintains an 
office in the commercial centre of his district, where he 
shows the goods or samples of the various manufacturers 
he represents, and travels through his district to keep con¬ 
tact with his old, and to get into touch with new cus¬ 
tomers. Advertisements of agents asking for agencies in 
many territories and for all kinds of goods can be found in 
every number of the various trade journals. These 
agents usually work on a commission basis, but very often 
receive a salary as well or at least a contribution towards 
their office and travelling expenses. 

The increasing competition in export markets has led to 
the same tendency as in the home trade: the attempt to 
eliminate the middleman as far as possible and thus to cut 
out expenses. We must not forget, however, that the 
complications of the foreign trade are so manifold that this 
process is much slower though the wholesale merchant and 
the agents have suffered to a certain extent. 

This tendency has, however, been accelerated by the 
development of international communications. Fast steam¬ 
ers, the aeroplane, cables and wireless allow a much quicker 
connection between exporter and importer than was pos¬ 
sible fifty years ago. Consequently, many foreign buyers 
make regular journeys to the countries from which they 
buy to establish personal contacts, to exchange informa- 
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tion, to study the market and to look for new lines and 
products. If they have an agent in the country they visit, 
he will make appointments for them in advance to enable 
them to see and do as much as possible in the short time at 
their disposal, and, at the same time, to prevent them from 
being overwhelmed with the flood of representatives of 
firms anxious to get their orders, for manufacturers keep a 
keen eye on the trade papers in which these visits are 
announced. 

Conversely, many firms in the attempt to increase their 
exports send their travellers abroad for regular visits to 
their overseas customers and often one of the directors 
himself goes overseas to renew old contacts or take up new 
connections. When sales have been built up to a steady 
and substantial level, firms may open their own overseas 
branch where they can exhibit their products and even 
keep stocks from which orders can be executed. 

In contrast to these personal contacts we must, finally, 
mention sales by sample. Under modem conditions, this 
method is, as a rule, not very successful. It is not denied 
that catalogues and advertisements are useful in an 
established market, but a foreign buyer who receives per¬ 
sonal visits from agents and travellers will often neglect 
even the most carefully prepared postal offer and the 
samples with the price list find their way into the waste- 
paper basket. 

Dealing with an Export Order : The simplest case to 
consider is an order received by a wholesale export mer¬ 
chant. If the price and the terms are satisfactory and the 
goods are in stock, they are collected, made up as required 
by the customer, packed and made ready for dispatch. A 
more complicated case arises when a commission agent 
gets an indent from his principal abroad. The indent 
may require goods from several manufacturers and so has 
to be split up accordingly. These separate orders are 
placed with the various firms who are given definite in¬ 
structions by the agent as to time and place of delivery, 
make-up, packing, marks, etc. 
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In both cases the packing may be done enner Dy uic 
manufacturer or by a firm of export packers who special^ 
in this difficult job. Many firms who have neither the 
organisation nor the experience to deal with all the tech¬ 
nical details which have to be observed in the execution of 
an export order leave the packing, the transport and the 
filling in of the several forms and documents that are re¬ 
quired to Packing and Forwarding Agents who, in many 
cases, act at the same time as Shipping Agents. These 
firms charge only a small commission, but their services 
are a great help to the exporter, who is relieved of a lot of 
complicated formalities and can concentrate on his real 
job: the manufacture and the marketing of his products. 

For their hazardous and often long journey the goods 
must be packed with great care to protect them from 
damage from dampness, movement, etc. They must be 
packed tight enough not to move in their cases but, on the 
other hand, not so dose as to be damaged by pressure. 
The or bales are marked with letters and numbers 
and the port of destination. The cases are often specially 
made to measure to suit the type and the dimensions of the 
goods and they are sometimes lined with tin or zinc to pre¬ 
vent damage by sea-water or moist climate. In other in¬ 
stances specially prepared waterproof paper or oil-cloth is 
used. The goods are then sent to the port of embarka¬ 
tion either by lorry or railway. The superintendent at 
the docks is informed of the dispatch of the goods by a 
skipping note, which serves as instructions to collect these 
goods, and when they are checked and found to be in order 
they are taken on board the carrying ship. The shipping 
company now makes out the freight note, which is sent to 
the exporting firm, who pays the amount of freight to the 
company. Before the ship leaves port the shipment must, 
of course, be insured against the risks of the voyage. A War 
Risk and Marine Insurance is taken out through an Insur¬ 
ance Broker for the value of the goods with the addition of a 
certain percentage to cover additional charges and a small 
profit. Firms with regular exports do not take out a 
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special policy for each individual shipment but have a 
"Floating Policy* for a lump sum (say £25,000); shipments 
are then declared to the broker or the company and their 
value is written off the face value of the policy until the 
total amount is exhausted. The policy is then renewed. 

A Customs Specification must be returned to the Cus¬ 
tom House of the port of shipment within six days of the 
clearance of the ship. This form gives all particulars of 
the goods as required by the Official Export List. The 
goods are classified in categories, the value and the final 
destination are given and these details are used for the 
compiling of export statistics. Whilst all these forms and 
declarations are being completed the staff of the exporting 
firm has prepared the Invoice, It is usually made out in 
triplicate and gives all the necessary details of the goods, 
the marks and numbers of the cases and the total value of 
the goods. Invoices are marked according to the quota¬ 
tion on which the goods are sold. If an invoice is marked 
‘Loco’ it means that the importer has to pay all the 
charges from the exporter’s warehouse to his own: i.e. the 
charge for the case, the carriage by rail to the port, the 
freight and other shipping charges, the insurance premium 
and" the cost of the Bill of Lading. On other invoices we 
find the quotation ‘F.O.B/ (free on board), which means 
that the seller stands all the expenses until the goods are 
loaded on board the carrying ship. Under ‘C.I.F/ (Cost, 
Insurance, Freight) all charges from the warehouse to the 
port of destination are borne by the exporter, whilst under 
‘C. & F/ the insurance premium has to be paid by the 
importer. ‘Franco’ means delivery free of any charge to 
the customer’s doorstep. 

In order that an importer can take advantage of lower 
import duties, which some countries arrange between 
themselves through preference tariffs, a Certificate of 
Origin must be prepared, which certifies the origin of the 
snoods. This is of special importance in the case of exports 
from Great Britain, because most countries of the Empire 
allow the import of British goods at preferential rates, 
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whilst their exports enjoy a similar advantage when im¬ 
ported into Great Britain. These Certificates are issued 
by the Chamber of Commerce and the declaration is often 
printed on the back of one copy of the Invoice. Another 
type of Invoice which is required in connection with im¬ 
port duties is the Consular Invoice , which is necessary for 
importing goods into certain countries. This Invoice 
gives all the details which are wanted for assessing the 
Import Duty and the particulars are therefore given so pa- 
rately for each case or bale. The exporter has to guarantee 
the correctness of the declaration by his signature and the 
Consul of the importing country legalises the document by 
affixing his seal to it. Consular Invoices 1 are, like most 
other documents in the foreign trade, made out in tripli¬ 
cate; two are sent by the Consul to the authorities of the 
port of importation whilst the third copy is added to the 
shipping documents. The Consular Invoice helps the 
customs officer to assess the import duty on the shipment 
quickly and correctly and greatly assists in clearing the 
goods without delay. It prevents, too, evasion of duty 
or wrong assessment and, at the same time, is used for 
compiling the statistics of imports. An export invoice 
has to be prepared with very great care because it serves 
also as the basis for the Bill of Lading . This important 
document is the equivalent of the consignment note that 
is used for rail transport. It is the receipt given and 
signed by the captain of the vessel by which the goods are 
shipped, and gives the full details of the shipment: 
weights, marks, numbers and value. At the same time it 
forms the contract between the exporter and the ship¬ 
ping company binding the latter to deliver the goods 
promptly and in good condition to the consignee as given 
in the Bill of Lading. Most important of all, however, is 

1 Certificates of Origin are mainly used within the Dominions 
and Colonies of the British Empire because of the Preferential 
Tariff which is accorded to goods of British origin. 

Consular invoices are required chiefly by the United States and 
most countries of South and Central America. 
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the fact that the Bill of Lading is the legal title to the 
goods and the consignee can obtain them only by present¬ 
ing the Bill of Lading to the shipping company. A Bill of 
Lading can be endorsed and the foreign importer is thus 
able to sell the goods before they have actually arrived, by 
endorsing the Bill of Lading to "his customer, who thereby 
acquires the title to the goods. We shall see in the chapter 
on the Foreign Bill of Exchange how the Export Merchant 
uses this characteristic of the Bill of Lading for matters of 

finance. 

The Bill of Lading is made out in sets of three or four. 
These can either be bought from a stationer or may be got 
from the shipping companies, many of which use their own 
forms. W T e give a specimen of a Bill of Lading in the Appen¬ 
dix ; it will be seen that in addition to the details referring to 
the goods and their destination it contains a great number of 
clauses limiting the liability of the ship-owner, clauses which, 
however, hardlv anybody ever reads, because the ship¬ 
owner’s responsibility is regulated by law and no condition 
contained in the Bill of Lading is valid if it does not agree 
with the law. One of the copies of the Bill of Lading is 
retained bv the shipping company, the other three are 
returned to the exporter after they have been signed by the 
master of the vessel, who thereby certifies that he has 

received the consignment in good order. 

In many cases the Bills of Lading, together with the in¬ 
voices, the Insurance Policy and a Bill of Exchange for the 
amount of the invoice are handed to a bank with instruc¬ 
tions to surrender the documents either against payment 
or on acceptance of the Bill. This method gives the seller 
a valuable safeguard; he can vary* his terms according to 
the standing and the reputation of his customer, it, tor 
example, it "is the first transaction with this^customer he 
will in all probability*, demand payment of the Bill before 
the documents yvhich form the title to the goods are sur¬ 
rendered. After a feyv transactions have been completed 
satisfactorily he yvill probably agree to release the docu¬ 
ments against acceptance of the Bill of Exchange. In 
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course of time, when friendly And perhaps personal rtla 
tions have been established, the seller will arrange to 
draw on the customer at monthly or quarterly intervals 
for the goods supplied during the period. When the 
business is on this footing the Bills of Lading are sent to the 
buyer by different mails to make sure that if one is lost one 
or both of the others will reach him and he can take de- 

livery immediately the boat arrives. 

Every transaction in Foreign Trade has, of course, two 
sides: it is an export for the seller and an import for the 
buyer. It is only natural that many exporters are at the 
same time importers; they use their experience and their 
knowledge of the overseas market not only for selling their 
products and their merchandise, but for buying through 
their agents or other organisation those goods and raw 
materials for which there is a market in their own country. 
We have so far examined the procedure only of the export 
side, but we must take at least a superficial look at the 
regulations with which the importer has to comply. Let 
us assume he has received the Bill of Lading and the other 
shipping documents either direct from the seller or from 
the bank after accepting or paying the Bill of Exchange 
which was attached to the documents. Before he can ask 
the shipping company to deliver the goods to his ware¬ 
house, he has to fill in the forms that are required by the 
authorities. In the United Kingdom all that is necessary 
to import goods that are not subject to Import Duty, is to 
fill in an ‘Entry for Free Goods’ which gives the particulars 
that are wanted for the statistics of exports and imports 
that are regularly published by the Board of Trade. This 
form is made out in triplicate and the copy is signed and 
stamped by the Customs and serves as a warrant for the 
Customs Officer on board the ship to release the goods. 

If, however, the goods are subject to Import Duty a 
different form has to be used, the ‘Entry for Home Use’ or 
‘Prime Entry’. As soon as the duty has been assessed and 
paid, the copy is again signed and used as warrant for the 
release of the shipment. If, as sometimes happens, the 
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weights or measures given in the Prime Entry are found, 
on examination, to differ from the real figures, the differ¬ 
ence is adjusted either by paying the balance or refunding 
the excess. 

The duty often amounts to a considerable sum and an 
importer may not want to pay or may find it difficult to 
pay it before he has found a buyer, or he may hope to re¬ 
export the goods and then, of course, no Import Duty 
would be due. For such eventualities the Customs 
authorities have provided the 'Bonded Warehouse’, i.e. a 
warehouse which is under the control of the Customs 
although it is owned by a private firm. Many wharves and 
warehouses use one section of their premises as bonded 
warehouses into which goods of their customers are taken 
after an 'Entry for Warehousing’ has been lodged with the 
Customs. The payment for duty is thus postponed, but 
the goods cannot be removed from Bond. Firms owning 
a bonded warehouse have to observe the Customs regula¬ 
tions with very great care because any offence might make 
them lose their privilege. The importer endeavouring to 
sell the goods in bond can give prospective buyers an 
opportunity of inspecting them by handing them an 
'Inspection Order’, or he can take out samples to show or 
to send to customers, but these samples are marked before¬ 
hand with the Customs seal and must be returned into 
bond with the seal undamaged. When the goods are 
eventually sold in the Home market the above-mentioned 
‘Entry for Home Use’ is completed, the duty is paid, and 
the goods can then be taken out of bond. If, on the other 
hand, the goods are exported from the warehouse, the 
question of duty does not arise and, after the appropriate 
forms have been filled in, the goods are released from bond 
and transferred to the dock where the export ship is lying. 

Manufactured goods and goods which cannot be easily 
sampled are generally imported ‘Against Orders’ because 
they have to be sold direct by private treaty. Raw 
materials and foodstuffs, however, are generally imported 
'On Consignment’. The producer sends his goods to his 
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(4) Quotas are imposed-many countries-order to 

adjust their balance-trade. 

(5) These agents specialise-a particular market. 

(6) The normal procedure was-- the manufacturer to 

sell his products to a wholesaler who was -- contact- 

importers. 

(7) The foreign buyer is dependent-the skill -the 

agent. 

(S) The a^ent eets -—— touch -—— new customers. 

(9) They work-a commission basis but receive a con¬ 
tribution -their expenses. 

(10) Many details have to be observed — the execution 

-- an export order. 

(11) The shipment must be insured - the risks of the 


voyage. 

(12) The importer takes advantage - lower import 

duties which some countries arrange - themselves - 

preference tariffs. 

(13) The exporter has to guarantee the correctness-the 

declaration - his signature and the Consul - the im- 

porting country legalises the document-affixing his seal 

-it. 


(14) These documents are made out —— triplicate. 

(15) The agent will make appointments - them 


advance to enable them to see as much as possible 
time-their disposal. 


the 


the papers 


(16) Manufacturers keep a keen eye 
which these visits are announced. 

nj) - contrast - these personal contacts we must 


mention sales 


sample. 


( X S) The goods must be packed - great care to protect 

them-damage-dampness. 

(19) The Bill of Lading forms the contract-the exportei 

and the shipping company binding the latter to deliver the 
goods promptly and-good condition. 

(20) -addition-the details referring 


the goods 


the Bill of Lading contains a great number of clauses. 

(21) The ship-owners responsibility is regulated- 

and no condition is valid if it does not agree-the law. 

(22) -the course-time the seller will arrange 

the customer to draw-him - monthly intervals 

ds supplied-the period. 
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(23) When the business is 

Lading are sent-the buyer 

(24) We must take a look — 
importer has to comply. 

(25) If the weights given - 
examination, to differ 


is adjusted —— paying the balance. 

(26) The producer sends his goods - 

tends-all the necessary formalities 

housing and arranges-their sale 


this footing the Bills of 
different mails, 
s regulation-which the 


- the Prime Entry are found 
the real figures the difference 


— his agent who at- 

— landing and ware- 
one of the numerous 


exchanges. 

(27) The producer sometimes yuw «. - - ---- » 

i.e. a minimum price-which they must not be sold but 


the goods. 


many «« he leaves the decision-the discretion his 

agent who is-the spot. 


B 

I . What difficulties has the export merchant to contend 
with tha t the home trader escapes? 

II. Explain the terms (a) Commission Agent, (6) Indent 
(‘open’, ‘closed’, and ‘confirmatory’), (c) a ‘mark’, (d) a Floating 
Policy, (e) A Customs Specification, (/) F.O.B., (g) Loco., 
(A) C.I.F., (*) Franco, (j) Bonded warehouse. 

III. What is a Bill of Lading? What purposes does it 
serve? 

IV. What methods do manufacturers use to get overseas 
orders? Describe briefly each method. 



Chapter XII 


METHODS OF PAYMENT IN FOREIGN 

TRADE 

The methods of paying debts and settling accounts in 
the Home Trade obviously cannot be used in international 
transactions. Every country has its own currency and, 
therefore, coins, bank notes or cheques would be almost 
valueless in a country with a different currency. Most of 
us have had the experience of coming back from a journey 
from abroad and finding some notes or coins in our pockets 
which were perfectly good money in the country we came 
from, but which nobodv would accept here. Or vice versa: 
if we go on a holiday to Switzerland or Italy all the pound 
notes in our pocket book would not buy us a cup of coffee; 
we have to go to a bank and exchange them for the cur¬ 
rency of the country. Exactly the same thing, at least in 
principle, is done to settle indebtedness in international 
trade; the banks with their branches and correspondents 
all over the globe provide the organisation and the in¬ 
struments. For coins or bank notes they issue Travellers’ 
Cheques and Letters of Credit, which are mainly used for 
travelling and personal expenses. In place of the cheque 
system they provide an international system of Bank 
Transfers. An English firm which owes Si,ooo to a 
creditor in New A ork orders its bank to pay this sum 
through their New A ork house or agent and its account is 
debited with the equivalent in Sterling. This type of 
payment has, because of its simplicity, gained much popu¬ 
larity in recent years; in cases of urgency the payment can 
be made bv cable and is then called a Cable Transfer. 

But bv far the most frequent method of payment in 
foreign trade is the Foreign Bill of Exchange. It differ* 
from the Inland Bill of Exchange which we have de 
scribed in a previous chapter in two important points, ai 
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Inland Bill of Exchange is either payable on demand or at 
a fixed date. This is by the nature of things not prac¬ 
ticable with a foreign Bill, which often takes many weeks 
before it reaches the drawee. A foreign Bill is therefore 
made payable either at sight, i.e. the day when it is pre¬ 
sented to the drawee or at a given period after sight e.g. 
30 d/s (30 days after sight), 60 d/s, or 90 d/s. 

The other difference between the Inland Bill of Ex¬ 
change and the Foreign one is that a Foreign Bill is always 
drawn in sets of two or three; the reason is, of course, the 
camp as with all other documents in foreign trade, viz. to 
ensure that if the original miscarries, one or other copy 

will reach the customer overseas. 

These two differences in no way, however, change the 

essential character of the Foreign Bill; in all its legal aspects 
it agrees completely with an Inland Bill. A Foreign Bill 
of Exchange must, however, be protested in cpe of dis¬ 
honour, in order to protect the creditor’s rights in thebill, 
there is no obligation to do this with an Inland Bill of 
Exchange. Both are ruled by the same Bills of Exchange 

Act of 1882. . 

Let us look at the specimen of a Foreign Bill as given on 

page 302. . 

As has already been explained, the due date of the Bill is 

determined by so many days after sight, in this case ‘6o 
days after sight'. The specimen given is the original Bill 
called "First of Exchange'. There are, as we said, two 
more copies of this. The wording of one copy is Sixty 
days after sight of this Second of Exchange, First and 
Third of the same date and tenor 1 unpaid', whilst the 
wording of the second copy is Sixty days after sight of this 
Third of Exchange, First and Second . . . unpaid'. The 
three Bills therefore exclude one another. If one has been 
accepted or paid the other two are null and void. The 
drawee accepts or pays only the Bill which is first pre¬ 
sented to him, the acceptance being effected in exactly the 
same way as that of an Inland Bill. The Bill is then re- 

' tenor here meaning exact copy . 
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turned to the drawer, who can either hold it until maturity 
or take it to his bank to have it discounted and thus 
recover the use of his capital. The bank will readily buy 
the Bill provided it knows the two parties to the Bill well 
enough. Often, however, the foreign drawee will be un- 
known to the bank in this country. In that case the buyer 
will ask his bank to issue to its branch in the exporter’s 
country a letter of credit. This branch will be 
prepared to accept the bill on behalf of the buyer; the seller 
is advised by cable and consequently draws the Bill not on 
his customer but on the bank. Such a ‘Bank Bill’ is, of 
course, easily negotiable. The commission which the bank 
charges for its services is, at least partly, offset by the 
lower rate of discount for Bank Bills as compared with 
ordinary Trade Bills. The discount rates for Bank and 
Trade Bills are fixed daily and published in the papers. 

A still more usual method is to attach the shipping 
documents (i.e. the Bill of Lading, the Insurance Policy 
and the Invoice) to the Bill of Exchange and hand them to 
the bank for collection, thus creating a 'Documentary 
Bill of Exchange’. According to the arrangements be¬ 
tween the buyer and the seller the documents which form 
the title to the goods would be handed over either against 
payment (D/P, i.e. documents against payment) or against 
acceptance of the Bill (D/A, i.e. documents against accep¬ 
tance). The bank is generally instructed not to present 
the Bill before the goods have actually arrived. If, on the 
other hand, a Bill is drawn 60 or 90 days after sight and 
the documents are to be released only against payment, 
the buyer can obtain possession of the documents by 
paying earlier, let us say after 30 or 60 days. 

The drawback of this method is that the seller has to 
wait a considerable time before he receives his money and 
he will, therefore, often approach his bank for an advance 
on the shipment. Such an advance is generally granted 
on the signing of what is called a ‘Letter of Hypotheca¬ 
tion’; the seller having at the same time to place the ship¬ 
ping documents with the bank. The Letter of Hypotheca- 
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tion 1 gives the bank the right to sell the goods if the Bill is 
not duly accepted or if it is dishonoured. If the proceeds 
of the sale are not sufficient to cover the advance given by 
the bank the seller is, of course, responsible for the 

balance. 


An Export Transaction 

The use of the various documents, the Foreign Bill of 
Exchange, Letter of Hypothecation. Freight Note, etc 
will be more readily understood if the outline of an actual 
transaction is given. Here is the course of such a transac- 

Weavewell, who are wholesale and export merchants, 
receive the following indent from their old customer 
Strutton and Smuts in Durban, South Africa. 


Indent No. 26. ^ ^ an 

Durban, South Africa. 

Weavewell Woollen Co. Ltd., 

Victoria Street, 

London, E.C. 4. 

PIcbsc supply * 

3 pcs. Navy Serge 9362/3 width 58/60 length 50 yds. @ 5/3 


»» 


Grey 


99 


9658/2 


99 


58/60 


99 


50 


99 


Delivery March 
marked 


goods to 


Durban 


60 D/S 2 D/A 3 


Strutton and Smuts 


1 See example on page 304. 

1 The Bill of Exchange to be drawn at 60 days after sight. 

* Documents to be surrendered against acceptance of the bill. 
1 The ‘mark* of Stratton & Smuts. 
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On receipt of the Indent Messrs. Weavewell acknowledge 
the order: 



3 rd February 19 —■* 

Messrs. Strutton & Smuts, 

Durban. 

Dear Sirs, 

We acknowledge with thanks your order of 10th 
January (Indent No. 26 ) for 

3 pcs. Navy Serge 9362/3 ® 5 / 3 . 

6 „ Grey „ 9658 2 @ 5/3 

for delivery in March, which shall have our careful 
attention. 

Yours faithfully, 

p.p. Weavewell Woollen Co. Ltd., 

B. Hammond 


(Export Manager). 

- - - . . _ _ — _ _ _ _ __ _ 


The goods are packed in a lined case, which is sent by 
Southern Railway to a firm of Shipping Agents in South¬ 
ampton, from where the S.S. Natal is due to sail at the end 
of February*. 

The Agents are advised by an Advice Note: 
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We have forwarded to you today by Southern 
Railway for shipment to Messrs. Strutton & Smuts, 
Durban, by S.S. Natal the following goods: 

Marks. Packages. Contents. Yards. Weight. Value. 

|SD. 44 1 case lined Woollen Goods 456 3 cwts. £120 
Durban 34 x 22 x 26 20 lbs. 

Delivery: Free on board by us, all other charges to buyers. 

To be insured for £135. 

Awaiting your advice, we are. 

Yours faithfully, 

p.p. Weavewell Woollen Co. Ltd., 

B. Hammond 

(Export Manager). 

----- 

Within a few days Weavewell receive the reply from the 
chi pping agents confirming that the goods have been 
loaded onboard the ship as instructed: 
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Carter & sons 



LONDON ROAD. SOUTHAMPTON. 

Weavewell Woollen Co. Ltd., 21 st February 19—. 
Victoria Street, London, E.C. 4. 

Dear Sirs, 

We thank you for your letter of 18th Feb. and have 
pleasure in informing you that we have today shipped 


1 case 


SD.44 

Durban 


Durban, 


by S.S. Natal which is due to sail on 24th Feb. 

Enclosed please find Bills of Lading in triplicate. 
Insurance Policy, and our Note of Charges for which we 
shall be pleased to receive your remittance. 

With the assurance of our best attention, we are, 

Yours faithfully, 

Enel. Wm. Carter & Sons. 


The Bills of Lading enclosed in Messrs. Carter’s letter 
correspond with the specimen given in the Appendix. 

(Page 322-5.) 

The details are filled in as follows: 


Shipped by Weavewell 
Woollen Co. Ltd., London, 
by S.S. Natal 

from Southampton to Durban. 


SD.44 

Durban 


1 case Woollen Goods. 
Unto Order. 

Three Bills of Lading 
20th February, 1945. 


1 case 

Freight on 5 ft. @ 
96/- per ton 1 


13/2 


13/2 


1 Primage which is sometimes shown on the Bill of Lading and 
the Freight Note was originally a gratuity (i,e. a present for help 
given) to the master of the ship but now usually forms part of the 
freight charge. 
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In the letter Messrs. Carter & Sons send the Note of 
their Charges, the Freight Note: 

FREIGHT NOTE 

16, London Road, 

Southampton. I 

21st February 19—. 

Weavewell Woollen Co. Ltd. 

Victoria Street, 

London, E.C. 4. 

Dr. to WM. CARTER & SONS, 
shi pping and Forwarding Agents. 

Freight and Charges on 1 case woollen goods shipped by 
S.S. Natal to Messrs. Strutton & Smuts, Durban. 

£ s. d. 


Frei ght as per Bill of Lading - - 13 2 

1 case Customs Entry - 5 0 

SD. 44 1 Dock Charges .... 30 

Durban Commission - 2 6 

-Bills of Lading - 5 0 

Insurance 1 for £135 @ 10/- and Stamp 14 3 


£2 2 11 

E. & O.E.* 

i The Insurance Policy covers Marine Insurance for the ship¬ 
ment from Sou thamp ton to the port of destination for the amount 
of £135. The shipping agent normally has a 'Floating Policy' 
from which the sums of the shipments are written, off by declaring 
rt>ptn to the Insurance Company. A form is provided by the 
broker or the Insurance Company which has to be filled in for every 
shipment. 

* E. & O.E. =Errors and omissions excepted. 




r receipt. 
y require 


Messrs. Strutton & Smuts 
Durban. 


Indent Na 26 


52,481,50* - - 1 

6 pcs. Grey Serge 9658 2 58/60 
49, 51,49*, 54, 53^,48 


Freight as per 


E. & O.E. 

Insurance effected by us 


It will be noted that Weavewell do not charge all the 
items of the Freight Note to their customer; the reason is 
that the terms agreed upon are F.O.B., i.e. Free on Board, 
all charges until the goods are taken on board the ship are 
Sme by the seller and only the charges for freight and 
insurance are debited to the buyer in the Invoice. 
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This Invoice is made out in triplicate. On the back of the 
Invoice is printed the Certificate of Origin as shown m the 
specimen in the Appendix (Page 316 - 17 .). It is duly signed 
bv the head of the Export Department or by a responsible 
clerk. One copy is sent to the buyer with the following 

accompanying letter:_ 




22nd Feb. 1£ 


Messrs. Strutton & Smuts, 
Durban. 


Dear Sirs, 

Referring to our letter of 3rd February we now 
have pleasure to inform you that the goods ordered with 
your Indent No. 26 have been shipped by S.S. Natal which 
is sailing from Southampton on 24th Feb. 

We enclose herewith copy of our Invoice for the amount 
of which viz. £121 Is. 5 d. we have drawn on you at 60 d/s, 
order ourselves. We have handed draft and documents 
to our bankers, Lloyds Bank, London, and have instructed 
them to release the documents against acceptance of the 
Bill which we recommend to your protection. 

Yours faithfully, 

p.p. Weave well Woollen Co. Ltd. 

B. Hammond 

End. (Export Manager). 
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The Draft {Bill of Exchange) 



/. Is . SJ 
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WEAVEWELL WOOLLEN CO-. LT* 



This 'documentary* draft with the shipping documents is 
sent to the bank and the necessary instructions are given 
in an accompanying letter: 



22nd February, 19—. 

The Manager, 

Lloyds Bank, Ltd., 

Queen Street, E.C. 4. 


Dear Sir, 

Enclosed please find our draft for £121 Is. 5d. at 
60 D/S on Messrs. Strutton & Smuts, Durban, for collec¬ 
tion. We attach the documents, viz. three Bills of Lading, 
Insurance Policy and Invoice, which are to be surrendered 
against acceptance of the Bill. 
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In the event of the bill not being accepted or met at 

due date, please do not incur charges, but communicate 

with our agent, 

Mr. William D. Hornby, 

14 Tower Street, 

Capetown, 

who is authorised to act on our behalf. 

Kindly credit the proceeds to our account. 

Yours faithfully, 

p.p. Weavewell Woollen Co. Ltd., 

Fnrl. J. Smithson (Secretary). 

Lloyds Bank acknowledge the receipt of the letter and 
the instructions given and in accordance with these in¬ 
structions send the Bill with the documents (the Bill of 
Lading, the Invoice, Marine Insurance Policy) to their 
correspondent in Durban, who presents it to Strutton and 
Smuts for acceptance. As the seller has agreed to sur¬ 
render the documents against acceptance, these are now 
handed over to the buyer after they have been endorsed to 
him 60 days later the Bill, or as it is now called, the 
acceptance, will be presented again for payment and the 
amount credited through the Durban Branch of Lloyds 
Ranh to London and finally to Weavewell’s account. 

With the time taken in preparation for shipment, in the 
journey, and the 60 days allowed for payment. Weave- 
well's capital would be tied up for 3 or 4 months. Weave- 
well may, therefore, decide to discount the Bill. In this 
case the bank would ask for a 'Letter of Hypothecation’. 
Weavewell therefore write this letter to Lloyds Bank: 
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Letter of Hypothecation 



22nd Feb. 19—. 

The Manager, 

Lloyds Bank Ltd., 

Queen Street, E.C. 4. 


Dear Sir, 

We enclose our Bill drawn at 60 d/s on Messrs. 
Strutton & Smuts, Durban, for £121 Is, 5d. and, as 
collateral security have delivered with the said Bill ship¬ 
ping documents for the following goods: 


Invoice for 1 Case amounting to £121 Is. 5d. 

Marine Risk Insurance Policy for £135, payable ii 
London. 


Bill of Lading for 1 case marked SD. 44 Durban. 

These documents are to be given up on acceptance of 
the Bill. 

If the said Bill should suffer dishonour either by non- 




acceptance or non-payment we hereby authorise you to 
cause the said goods to be sold, such sale being for our 
account, and at our risk, and subject to the usual charges 
for commission and all incidental expenses. 

Yours faithfully, 

Weavewell Woollen Co. Ltd., 
Enel. S. Rushton (Director). 
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CONCLUSION 

Selling British Goods Abroad 

The Association of British Chambers of Commerce has issued 
a memorandum emphasising the importance of the proper 
education, training, and selection of persons who visit oversea 
markets for the development of export trade, and of those in 
responsible positions at home having contact with buyers 

By a process of scientific selection for aptitude and potential 
capacity a merchant corps d’elite, equipped both technically 
and in the intangibles of commercial behaviour, would, whilst 
acting for their firms, at the same time sustain the prestige of 
the country and eliminate the automatic sales patter which too 
frequently in the past has been regarded as a highly desirable 

business qualification. 

Elimination of time and distances in travel has resulted from 
aircraft design and must profoundly alter pre-war ideas and 
methods of conducting international trade. Such practices as 
seasonal buying 12 months ahead will be things of the past. 
The general tempo will be speeded up. 

The mental attitude, technical training, and performance of 
those who will carry on successfully must be thoroughly at¬ 
tuned to these new conditions. There will be a correspond¬ 
ingly greater need for home-based export executives to possess 
the training which will enable them to meet with tact and 
intelligence the increased number of visitors from oversea. 

A special education course is put forward, and it is sug¬ 
gested that steps might be taken to develop the system of 
National certificates in commerce in all important industrial 
and commercial centres. The cost should be borne by the 
State and the execution of the studies and courses should be 
designed in collaboration with the Commercial Education 
Department of the Board of Education. 

The suggestions of the association cover a wide field. Tests 
should be devised based on scientific principles to determine the 
line most suitable for individuals to take. There should be 
instruction in science and technology in industry, for by a 
wider use of science in the interests of peace the field for com¬ 
mercial enterprise can be extended. 

The study of contemporary history should include inter- 
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national relations, particularly those of Great Britain and 
America, the two great world trading nations, and British 
Empire development in relation to the Dominions, India, Lid 
Bie Colonies. The British Empire course should deal with 
developed and undeveloped resources. Government Depart¬ 
ments and their functions, and the duties of trade commis- 
sioners and commercial attaches. 

The study of economics should include an outline of econ- 
omic thought with last century, present and future trends its 
influence on international trading and the marketing of com¬ 
modities. The study of national characteristics must be sec- 
tionalised to comply with individual requirements and the 
countries concerned. 


Stress is laid on the importance of languages. Just as 
there has been a tendency often to try to force products suit¬ 
able for domestic use on foreign markets so also there has 

gTown the habit of letting the other nation learn the English 
language. 

The association is of opinion that many British firms have 
been too concerned to obtain their foreign sales representation 
at the cheapest possible price, and have paid, on the whole, 
lower salaries than those paid by competing countries. The 
Goyenunent too has in the past adopted a cheese-paring 
policy in regard to its expenditure in its commercial representa¬ 
tion abroad, by comparison with other exporting countries, 
and the association urges most strongly that after the war 
Government commercial representatives should not in any wav 
be placed at a disadvantage in relation to those of the country's 
principal competitors. 

From The Times by kind permission 


EXERCISES 

I. Give the exact meaning of the following phrases from 
Chapter XII. 

(i) in cases of urgency; (2) to ensure that if the original mis¬ 
carries; (3) there is no obligation to do this; (4) the three Bilk 
therefore exclude one another; {5) the drawer can hold the Bill 
until maturity; (6) the commission which the bank charges for 
its services is partly offset by the lower rate of discount; 
(7) the documents which form the title to the goods would be 
handed over against payment; (8) he will often approach his 
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bank for an advance on the shipment; (9) if the proceeds of the 
sale are not sufficient; (10) please find Bills of Lading in tripli¬ 
cate; (11) we shall be pleased to receive your remittance; 
(12) 'the shipping agent normally has a floating policy from 
which the sums of the shipments are written off. 

II. How is a Foreign Bill of Exchange similar to and how 
does it differ from an Inland one? 

Ill* Expl ain the working of a Documentary Bill of Ex¬ 
change. 

IV. Describe a simple Export Transaction drawing up speci¬ 
mens of the necessary documents. 
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ESSENTIAL WEIGHTS AND MEASURES 


12 inches = i foot 
3 feet = i yard 
1760 yards = 1 mile 


t^ 4 square inches = 1 square foot 
9 square feet = 1 square yard 
4840 square yards = 1 acre 
640 acres = 1 square mile 


16 ounces (oz.) 
14 lbs. 

8 stones 
112 lbs. 

20 cwts. 
2240 lbs. 1 * * 


= 1 pound (lb.) 2 pints = 1 quart 

= 1 stone 4 quarts = 1 gallon 

= 1 hundredweight (cwt.) 

= 1 cwt. Freezing Boiling 

= 1 ton Fahrenheit 32 0 212 0 

= x ton Centigrade o° ioo° 


SOME COMPARATIVE WEIGHTS 

AND MEASURES 


I inch (1*) — 2-54 cm. 

1 foot (1') =3<>*4 8 
1 yd. = *914 m. 

100 yds. = 91 *439 m * 

1 mile = 1*609 km. 


1 pint = *568 litres 

1 quart =1*136 litres 

1 gallon =4*546 litres 


1 centimetre = *394 ins. 

1 metre = 1*094 yards 
1 kilometre — ‘621 mile 

100 km. =62*136 miles 

1 hectare = 2*47 acres 

1 litre = 1*76 pints 
5 litre =1-1 gallons 


1 ounce (oz.) = 28-35 grammes 

1 pound (lb.) —454 grammes 

1 stone “ 6*35 kilos. 

1 hundredweight (cwt.) =50*8 kilos, 
j — 10x6 kilos. 

To turn centimetres to inches multiply by 

kilograms to lbs., double and add to of tbe new 

figure 

„ kilograms to cwts. divide by 50 

„ litres to quarts multiply by i , , 

metres to yards add 10% to the number of metres 


* In U.S.A. there are two tons in use, 
lbs, and the ‘long’ ton of 2,240 lbs. 


the ‘short’ ton of 2,000 



Test Paper No. I 

(The questions that follow are taken, by kind permission, 
from examination papers set by The London Chamber of 
Commerce and the Royal Society of Arts.) 


(i) Name the main departments likely to be found in a 

wholesale warehouse, and explain the work done in each depart- 
men t. (L.C.C . 1 Certificate.) 


( 2 ) Explain briefly the following points relating to cheques: 

(a) What is a cheque? 

(b) Why is a cheque not'legal tender ? 

(c) What is the effect of crossing a cheque? 

(d) What is meant by'clearing'a cheque? 

(e) Why is the stamp duty on a cheque 2 d. irrespective of 

the amount of the cheque? (L.C.C. Certificate .) 

( 3 ) Consider the work done in two of the following occupa¬ 
tions, and show how it contributes to the efficient distribution 

of goods: 

(а) Banking. 

( б ) Retailing. 

(c) Warehousing. (L.C.C. Certificate.) 

( 4 ) Describe the work carried on by any two of the following: 

(a) Mail Order Business. 

(b) A Commission Agent. 

(c) A Packing and Forwarding Agent. (L.C.C, Certificate.) 


(5) A Limited Liability Company carries on a manufacturing 
business. What is meant by: (a) The Paid-up Capital? (b) the 
Fixed Capital? (c) the Circulating (or Floating) Capital of this 

business? How are the three terms connected? 

(L.C.C. Certificate.) 


(6) What is (a) a Bill of Exchange? (b) a Cheque? (c) a Money 
Order? Under what circumstances would each of them be 
used? (L.C.C. Certificate.) 

1 London Chamber of Commerce. 

3°9 


/ 
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17) If you were buying a small retail business to what points 
would you pay particular attention and why? 

J (L.C.C. Certificate .) 

( 8 ) What advantages may a manufacturer gain by: 

(a) Branding his goods? 

(b) Dealing with a Wholesaler ? 

What are the disadvantages? (L.C.C. Certificate .) 

(9 ) Dis tinguish dearly between: 

(a) The Shares and Debentures; 

tty The Memorandum of Assodation and the Artides of 
Association; and 

(c) The Authorised Capital and the Paid-up Capital of a 

Limited Liability Company, (L.C.C. Certificate.) 


( 10 ) What is meant by saying that 

(а) A trader is insolvent? 

(б) A trader has an overdraft at the bank? 

(c) A cheque is dishonoured? 

(d) The price is quoted F.O.B.? 

(e) Our terms are net, one month 

(f) The business has a quick turnover? 


Certificate.) 


1 ) Describe the work carried on by TWO of the following 

discuss its importance. 

) A buyer in a wholesale warehouse. 

| The Credit Sanctions Department of a Wholesale Ware- 

I The Packing and Dispatch Department of a m^le 

usroKnncp (L.C.C. Certificate.) 


( 12 ) Give brief answers to the following: 

(a) What is an Auditor? 

\b) What is meant by Rate of Turnover of Stock? 

(c) Define the term‘Fixed Capital'. 

(j) What is meant by the Goodwill of a business. 

U What is the purpose of Bad Debts’ Reserve^ Certificate.) 

( 13 ) Under what circumstances would a BUI ofJ^iange 
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(22) How do the following organisations obtain Capital? How 
do they dispose of their profits? 

A Partnership; A Limited Liability Company; A Retail Co¬ 
operative Society. (L.C.C. Certificate.) 

(23) What is a credit note? Specify cases in which such a 
note might be employed arising from the purchase by John 
Jones of hardware to the value of £100 from Messrs. Wares, Ltd. 

(R.S.A. 1 Stage I .) 

(24) A retailer sells each month 500 articles at 5s. each. He 
pays 2s. 4d. each for them and his expenses for rent, wages, etc., 
average 3d. per article. Find his gross profit and his net profit 
expressed, each, as a percentage of turnover. (R.S.A. Stage I.) 

(25) Explain carefully the difference between a current 
account and a deposit account with a bank. (R.S. A . Stage I.) 


Test Paper No. II 

(1) Explain why bonded warehouses exist and outline the pro¬ 
cedure for taking goods out of bond. (R.S.A . Stage II.) 

(2) * Finance and Accountancy are just as important as good 
buying and selling/ Do you consider this statement to be 
true ? Support your answer by carefully considered reasons. 

(R.S.A. Stage II.) 

-+ 

(3) To what do you attribute the rise and expansion of de¬ 

partment stores in England in recent years? What special 
advantages do such stores possess from the point of view of the 
general public ? (R.S.A . Stage II .) 

(4) What records and statistical data would be required in 

order to ascertain whether the stock of goods held by a firm was 
larger than its turnover justified? (R.S.A. Stage II.) 

(5) What is the difference between a loan and an overdraft 

granted by a bank? Under what circumstances is one to be 
preferred to the other? Stage II.) 

* Royal Society of Arts. 



TEST PAPERS 




(6) why is it usual in fixing selling prices in retail trade to pro¬ 
vide for a gross profit larger than that of the wholesale trade in 
the same goods? What, generally, should be the relations 
between the gross profits in the two cases? (R.b.A. btage i •) 


M What do you regard as the functions of a Sales Statistical 
Department? How far should it be subject to the direct con¬ 
trol of the Sales Manager? (2?.S«fl . Stage II) 


( 8 ) Discuss the circumstances under which a limited company 
constitutes the most desirable form of organisation for a busi¬ 
ness firm, and point out the main differences between a public 
and a private limited company. ( RS.A . Stage III) 

(o) Explain the following types of stocks and shares: {a) de¬ 
benture, ( 6 ) ordinary, (c) preference. Why are these different 
types issued and what differences are observable in the be¬ 
haviour of their prices on the Stock Exchange? 

(R.S..4. Stage III.) 


(io) Explain the chief features in the organisation of Co-op¬ 
erative Societies. For what kind of business undertaking have 

Co-operative Societies been mainly employed? 

(L.C.C. Certificate.) 

(ix) Give some account of the channels of distribution of 
goods in home trade; make reference to the position of w holesale 
traders. (L.C.C. Certificate) 


( 12 ) Into what classes of shares may the capital of a company 
be divided ? What are the characteristics of each class ? 

(L.C.C. Certificate) 

( 13 ) Explain the chief features of partnerships and consider 

the merits of this form of business undertaking. 

(L.C.C. Certificate) 

( 14 ) What part is played in the modem system of retailing 
by la) the departmental store, and ( 6 ) the multiple shop? 

(L.C.C. Certificate) 

( 15 ) Suppose that a manufacturer decides to cut out the 
wholesale link between himself and the retailer; would he be 
involved in any extra work and risk? (L.C.C. Certificate) 
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(16) What purposes are served by bonded warehouses (a)from 
the standpoint of Governments; and (ft) from the standpoint of 
merchants? {L.C.C. Certificate.) 


(17) What are the chief features of the Private Limited 

Liability Company? In what circumstances is this form of 
business undertaking of value? (L.C.C. Certificate .) 

(18) Describe the different classes of stocks and shares in 

which trading takes place on the London Stock Excha ng e. 

(L.C.C. Certificate.) 

* 

(19) How far can it be said that (fl) the managing directors 

and (b) the technical managers are the 'key' men who control 
joint-stock company organisation? (L.C.C. Certificate.) 

(20) Indicate the characteristic features in the structure of 
Co-operative Societies. 

How do they differ from Joint-Stock Companies. 

(L.C.C. Certificate.) 


(21) In what circumstances does road transport give advan- 
tages to firms over alternative methods of transport ^Certificate 


(22) Discuss the relative merits of systems of agency and of 
direct representation and sales organisation m 
interest of firms in the export trade. (L.C.C. Certificate.) 



COMMERCIAL DOCUMENTS 


I. Certificate of Origin - - - - 3 I 6-3 I 7 

(used for shipments from the United 
Kingdom to the British Empire) 


II. Consular Invoice 

(for shipments to U.S.A.) 



[By courtesy of US, Embassy ] 


III. Bill of Lading ----- 322-325 

(for shipment from London to Egypt) 

r Bv courtesy of Messrs. Howard* Jones , Roberts & Leete, IM*\ 


3*3 
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CONSULAR INVOICE OP MERCHANDISE 


Invoice No. 


Certified 


Issued in I 


Quadruplicate 



(Date) 


FOREIGN SERVICE OF THE UNITED STATES 

. OF AMERICA AT 


Date_ SR-Q—jIIJXY XS : —— 

Seller \ LONGMANS„GREEN & CO _LTD 

Consignor/ g - 7 CLIFFORD STREET 

_ LONDON. W. 1. _ 

Purchaser! LONGMANS GREEN & CO INC 
Consignee / c e _ 'i?rtmr* A 1 cnsHTTff — . 


Consignee J "55 _ PIETR AVENGE 

NEW YORK.3. N.Y. U.S.A. 


Carrier 


S.S. ‘ENGLAND 1 


(Vessel or railrosd) 


Port of shipment- LONDON•- 

Destination of goods _NEW_„YQ_RK^- 


Port of arrival- 


NEW YORK 


Port of entry 


NEW YORK 


invoice - 


Amount of invoice —fe**-. 

Kind Of goods .....PMNTED B_O0.KS,BQDND 

NET.T_.W5L_1.8.40. LBS.— 


IL S. COKJWMEJn PTOKTMG CTO: »0-0-«l«7S7 10 -OTl-l 












Sfiecirrtnt 


DECLARATION OF SELLER <5fc SHIPPER, OR 
THE AGENT OF EITHER, WHEN MERCHAN¬ 
DISE IS SHIPPED IN PURSUANCE OF A PUR¬ 
CHASE OR AN AGREEMENT TO PURCHASE 




FREDERICK 


setintr in the capacity describ ed be low, truly declare 

tot __LQHGMANS..G|^EN *■ «« T ,rn 

o,_6..-&-7-CUFFORD 

is 




UUU Wii 9 

of the merchandise d< 


} {sellers } 

scribed in the within or attached u.»v.vv, 
merchandise is sold or agreed to be sold ; that there is 
no other invoice differing from the within or attached 
invoices and that all the statements contained herein 
nnH in such invoice are true and correct. 

L \ further declare that-—■■ 


and that it is intended to make entry of said merchan¬ 
dise at the port of -JIM- YOR K-■■ — — 

in the United States op America. 

Dated at.-LONDON-*--this 

_<SBIi day of —.JBLX—*-19rr_- 

(SGD) LONGMANS GREEN’JfcjDO.„MD*. 

.(SelUr) 



(SGD) FRE DERICK (C.P.A .) 

(Agent of Bejier) " 


(Agent of shipper) 


CONSULAR CERTIFICATE 

Form 140 

* 


(Date) 


I do hereby certify that this invoice was this day 
produced to me by the signer of the above declaration* 

I do further certify that I am satisfied that the 
person the declaration above is the person he 

represents himself to be, and that a fee of $2.50 


United States currency, equal to--has 

( Loctlnmno) 

been paid by affixing stamps to the original copy of 
document. 


Witness my hand and seal of office the day and year 
aforesaid. 


of the United States op America. 
















Bill of Lading 
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FURNESS WIT 


GLOSSARY 


The words in the Glossary are those used in this book, but not 
included in Essential English (Books I-IV), The definition 
given is for the word as used in this book. It does not neces¬ 
sarily cover all meanings of the word. All definitions are 
within the vocabulary of Essential English . The pronuncia¬ 
tion of each word is given in phonetic transcription and the 
accentuation is indicated . 1 Students may find the following 
notes on the phonetic symbols of help. 


Vowels 


Phonetic Symbol 

m 

11 

m- 

1 

e 

ae 

a: 

o 

oi 

u 

u: 

A 

01 

9 


Examples 

me, tree, three, kneel, see 
pin, ship, fully, happy, berry 
bed, pen, empty, egg, shelf 
man, cat, family, mad, catch 
father, ask, glass, command 
not, box, song, odd, opposite 
all, water, saw, straw, war 
put, full, pull, push, look 
rude. use. truth, do, move 


up, cup, butter, nut, much 
her, nerve, were, sir, fur 
father, September, the, above 


Diphthongs 


ei 

ou 

ai 

au 

oi 


_, lay, fate, baby, railway 
o, snow, so, sold, boat 
y, try, life, fine, five 
ow, now, out, brown, house 
nv boil, noise, voice, employ 


1 Note that in the marking of the Association Pkoniltque Inter¬ 
nationale (used in Essential English) the stress mark ' is put, not 
as in some dictionaries on the syllable to be emphasized but just 

before it, e.g. [Totedi] holiday , [ma'Jiin], machine . 
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3 2 7 


ia 

£9 

39 

119 


dear, clear, beer, idea, hero 
chair, hair, care, their, there 
more, door, four, floor 
sore, truer, poor, February 


P 

b 

t 

d 

k 

g 

f 

v 

e 

d 


s 

z 


i 


3 

t; 

<*3 

h 


m 

n 


9 

r 

1 


w 


* 

] 



Consonants 

pair, path, cap, supper, happy 
bear, bath, cab, publish, rubber 
tip, tide, sat, matter, written 
dip, died, sad, madder, ridden 
cap, cold, back, duck, keep 
gap, gold, bag, dug, guard 

fine, far, safe, suffer, belief 

very, valley, save, invent, believe 
thank, thick, thin, nothing 
then, that, there, weather, 
so, gas, shops, thinks, place 
zero, has, knives, comes, plays 
shell, sharp, fish, English, fashion 
pleasure, occasion, measure, decision 
Charles, church, each, Richard 
John, judge, bridge, age, Japan 
happy, her, here, hole 
make, many, swim, improvement 
name, near, thin, finish 
sing, thing, working, English 
red, rob, around, very 
leave, long, full, seldom 
will, work, away, when 
yellow, year, you 


abbreviate [a'briivieit] = to shorten, 
abrupt [aTjrapt] = sudden, short, rather impolite, 
absorb [ab'soib] =to drink in; swallow up. 
abuse, n. [a'bjuis] — wrong use. 

accelerate [ak'sebreit] = to go faster; to make something go 


faster. 

access ['aekses] to=right of going or get ting to. 
accumulation [akjuanju'leifn] — gathering together, 
acknowledge [ak'nolidj] = to confirm the receipt of. 
acquaintance fa'kweintansl with — knowledge of. 
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acquire [a'kwaia] =to get; get by learning; (noun= acquisition), 
acquisitive [a'kwizativ] =desiring gain, 
acute [a'kjut] =shaip. 

adequate ['sedikwat] = sufficient, satisfactory. 

adhere [ad'hia] =to stick. 

adjustment [a'd^Astment] = setting right. 

administration [adminis'treifn] = government. 

adulterate [a'dAltareit] =to make impure by the addition of 

other things. 

ad valorem (Latin) = according to value, 
adversely ['aedva:sli] = unfavourably. 

advice-note (A/N) [ad'vais nout]=a note informing the re¬ 
ceiver that some particular piece of business has been 
carried out for him. 
affectionate [a'fek/nit] = loving, 
affix [Vfiks] =to fasten, stick on. 

air-conditioning ['sa kan'di/anii)] = a scientific method of keep¬ 
ing the air pure and warm or cool, 
alert [a'b:t] = awake, watchful, ready, 
allegiance [a'liid^ans] = loyalty. 

allocate ['aeloukeit] = to set apart for an object or person, 
allot O'bt] = to distribute, 
alloy ['aebil = mixture of metals. 

alpaca [aefpaeka] = cloth made from the alpaca, a South 
American sheep-like animal with long fine wool, 
alternative [od'tamativ] = other. 

amalgamate [a'malgameit] = to unite into one concern, 
amber ['aemba] = clear, yellow substance formed in the course 
of centuries from solidified gum from a tree, 
amplify ['aemplifai] = to make fuller. 

analysis [a'naebsis] =a breaking up into parts for more careful 
examination. 


animate ['aenimcit] — to inspire* 

anniversary [aeni'va:sari] =date on which some event 

remembered each year. . 

annotate ['^nouteit] =* to add notes of explanation to. 

annual ['senjual] - yearly, 
antagonism [aen'taeganizm] — hostility, 
apparently [a'paerantli] = seemingly, so i 
append [a'pend] — to add at the end* 
appropriate, adj. [a'proupriit] = proper, suitable, 
nnrnnriatp ti Ta 'nrouorieitl — to use for a special purpose, 


is 


seems. 
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aDtitude Paeptitjuid] = natural ability for doing something- 
SSy fcris'tokrasi] -originally ‘rule by the best people . 
It now means the nobles or, popularly, those conaid-re-* 
superior to the rest of the people, 
arrears [a'riaz] —amounts still unpaid, 
aspect r'aespekt] —side, angle of a question, 
aspirin ['aesparin] — a drug (i.e. a medical substance) used to 

relieve pain, e.g. headache, 
assess [a'ses] =to reckon. 

assets r'aesets] = property that has a money value. 

assume [a'sjuim] = to take as a basis for argument or reasoning. 

atlas f'aetlas]-book of maps. , . 

atmosphere ['aetmasfia] = air, the belt of air round the earth, 
attain [a’tein] = to reach. 

attitude ['aetitjurd]—feeling one has about something. 

attuned to [a'tjumd]-in harmony with. 

augury ['o:gjuri] = a sign showing something good or bad tc 

come. . 

autocracy [o’.'tokrasi] — rule by one man, dictatorship. 

available [o*veilabl] = can be obtained. 


backing ['baekig] = support. 

backwater Pbaekwoita] =part of a river cut off from the mam 


barrieM/barfe] -a rail or other obstacle to keep people from 


passing. 

barter ['baits] -exchange of goods. 

bewilder [bi'wilda] — to confuse. 

bisect [bai'sekt] = to cut into two equal parts. 

black-list ['bhek list]-list of people suspected of wrong- 

doing. 

blend [blend] = to mix. x . ... 

boom [bu:m] = time when business is good (contrasted with 
slump), 

boon [burn] — blessing, benefit, advantage, 
brand [brand] = particular make. 

broker ['brouka] = middleman between buyers and sellers, 
budget [ # bld3it] = statement of income and expenditure. The 
term is often used for the Government statement of the 

nation’s finances. 

bulk [bAlk] =size (generally large size or large quantity), 
burden ['bd:dn] = load. 
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buzz [b-YZj = noise such as made by bees. 

by-product ['baiprodakt] = something produced during a 
process of manufacture apart from the main result. 

callous ['kaelas] = unfeeling, hard-hearted. 

campaign Hkaem'pein] —organised action for a definite purpose. 

canvass ['kaenvasj = to go from house to house to get business. 

capable ['keipabl] — able. 

capacity [ka'paesiti] = power of doing things. 

career fka'ria] = events of one’s life; one’s work. 

6-f- 

cast [karst] =add up. 
cater ['keita] = provide. 

census ['sensas] = a counting of the people by the Government, 
certify f'saitifai] = to state that a certain thing is true, 
charter ]'tfa:ta] = to hire, to rent. 

cheese-paring [' r tJkzpsorirj] = too economical; hating to spend 
money. 

circular, ». ['sarkjurb] =a typed or printed letter, copies of 
which are sent to many people, 
circulate ['sarkjuleit] = to go round; to send round, 
client ['klaiant] = one who gets advice usually from a lawyer, 
accountant, etc. 

climax [Tdaimseks] = highest (turning) point. 

clumsy [ f kL\mzi]= badly made; of bad design (for a thing): 

awkward, with badly controlled movements {for a person}. 
collaborate [ka'laebareit] = to work with. 

collateral [koiaetaral] security = security in addition to the 
principal security. 

commit [ka'mit] - do - (a crime or wrong action), 
commitment [kVmitmant] = undertaking to do something, 
commodities [ka'moditiz] = goods. 

communicate [ka'mjumikeit] = write, get into touch with, 
communication [kamjumi'keijn] - letter or postcard, 
compel [kam'pel] -= to force (noun compulsion). 
competence [ kompitans] = skill, ability. ^ 
complementary [kompU mentari] = making something com¬ 
plete. 

comph fkam'plai] = to agree; to do as requested, 
comprehensive [kampri'hensiv] =of a wide range; mcluding a 

great deal. 

compress [kam'pres] = to make small, 
comprise [kam praiz] = to include, consist of. 
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• oncentrate ['konsantreit] = to bring together in one place, 
concession [kan'se/n] = a giving way to. Something granted, a 


privilege. 

concise [kan'sais]= expressed briefly. 

r »T.fpgs [kan'fes] =to admit to having done something, 
confined [kan'faind] = limited, 
confiscate ['konfiskeit] =to seize. 

in conjunction [kan'djAijkJn] with = in co-operation with; 

working closely together with.. 
conservatism [kan'saivatizm] = dislike of change, 
conspire [kan'spaia] =to plot secretly. 

contemporary [kan'temparari] = of the same (or the present) 


contemptuous [kan'temtjuas] = scornful. 

contend [kan'tend] = to struggle, fight with. 

contingency [kan'tindjansi] = thing that may possibly hap 


pen. 

contract f'kantraekt] =business agreement. 

contribute [kan'tribju:t] = to give something. 

conventional [kan'venjanal] = formal, unoriginal, perhaps m- 
sincere. 

converge [kan'vardj] =to come together at a pomt. 

conversely ['kanvaisli] =on the other hand. 

conversion [kan'vaijn] = changing from one form to another. 

convey [kan'vei] =to carry, give. 

copious ['koupjas] = plentiful. . 

corporation [koipa'reijn] =a number of persons allowed by law 

to act as one body. 

corps [ko:] = a body of soldiers, dancers, etc. 
corpse [ko:ps] = dead body. 

corpulent ['koipjulant] =fat, especially round the waist. (All 
these last four words are derived from the Latin corpus 


=abody.) 

corrugated ['korageitid] =bent into narrow, parallel folds or 
waves (for iron, paper, etc.). 

counterfoil ['kauntafoil] =part of a cheque, postal order, etc., 
tom off and kept for reference, 
counterpart ['kauntapait] = corresponding thing, 
cover (under separate) = in another envelope or parcel, 
craftsmanship ['kraiftsmanjip] = the practice of an art. 
crafty ['kraifti]« skilled in deceit, 
credulous ['kredjubs] = easily believing. 
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crystallize f'kristalaiz] = to take on a definite shape, to give 
form to. 

culminate ''k-vlmineit 1 — to rise to its height, 
currency ''k.\ronsf = money in general use in a country. 
curtail ’kartell] =to cut short. 

dam [daem] = wall for keeping back water. 

data Tdeita] = particulars, information. 

decline [di'klain] -to go smaller, to refuse. 

decrease fdi'kriisl — to become less. 

deduct [di'dAkt] =to take away. 

defer [di'fa:] =to postpone; put off to a later date. 

delegate Hdeligeit] — to give to. 

democratic [demo'krcetik] = adjective from democracy , ‘govern¬ 
ment of the people, by the people, for the people. 
demur 1 [dims:] = protest, disagreement, 
deposit [di'pozit] — something put down, 
depot ['depoul — storehouse. 

depreciate 1 di priijieit] = to go down (or to write down) in value 
depress uii'pres] — to press down; make lower, 
deprive [di'praiv] (of): to take away (from), 
despatch (dispatch) yks'paetj] = to send away goods, letter^, etc. 
destination [destiheijnj — place to which a person or thing is 

going. 

detach [di'taetj] -to separate; take off. 
detain fdi'tein] — to delay, keep back, 
deteriorate [di'tkriareit] = to decrease in qualitv. 
determinabie ’ ditaiminablj — can be definitely. fixed, 
deterrent [di'terant] -something that, by fear of punishment, 
etc., keeps one from doing a thing. 

detriment f'detrimont] = harm. . 

device [di'vais] = cleverly designed instrument for doing some¬ 
thing. 

dictate r dik / teit1 - to command. 

dimension rdTmenJn" - measurements, size. 

directory [di'rektorij - book giving the names, address and 

telephone numbers of people. 

disclosure [dis , klou33l = making known. 

discount rdiskaunt] - deduction from pnce-list or im oice. 

1 Don’t confuse with demure [di'mjua]-modest (or pretending 
modesty). 
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discrepancy [dis'krepansij = lack oi agreemem, ui. 
disfigure [dis'figa] = to make ugly, 
dispense [dis'pens] with = do without. 

display [dis'plei] = show. 

dispute [dis'pju:t] =disagreement. 

dissect [di'sekt]=to cut up. 

distemper [dis'tempa] = a water pamt for walls. 

divert [dai'vait] = to turn aside. , 

dividend ['dividend] = share of profits paid to shareholders. 

diapery ['dreipari] = cloth, curtains, etc., etc. 

draught [draft] = current of air. 

drawback ['drabaek] = disadvantage. 

duplicate ['dju-.plikeit] = to make two or more copies. 

durable ['diuarable] = lasting a long tune, not quickly wearing 


duration [djua'reijn] = time that something lasts. 

E & 0. E. r'itand 'oui:] = errors and omissions excepted, 
economic [iika'namik] = concerned with the planning of busi¬ 
ness or the production and distribution of wealth, 
economical [itka'namikl] = not wasteful; saving, 
elaborate [i'laebarit] = worked out m great detail, 
elapse [i'laeps] =to go by, slip away (used only for time), 
elegant ['eliuant] = stylish, in good taste, 
eliminate [i'limineit] = to take out, to remove, 
embossed [im'bast] = stamped in relief. 

emphasis ['emfasis] = special force given to a word, etc. (the 
verb is to emphasize ['emfasaiz]). 
encircle [in'saikl] = to go round, 
encounter [in'kaunte] =to meet. 

endeavour [in'deva] = to try. . . 

enervate ['enaiveit] = (literally) to take away the nerve, i.e. to 

weaken. 

enhance [in'hains] = to increase. 

entrepreneur [ontrapra'na:] = one who organizes and manages 

an undertaking. 1 ^ . 

equation [i'kweijn] = the expression of equality between two 

quantities. 

era ['iara] = historical period. 

1 Note that though he undertakes a job he is not therefore an 
undertaker. An undertaker is a man who undertakes the arrange¬ 
ments for a funeral. 
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error Hera] = mistake. 

establish [is'taeblij] = to get started and firmly built up. 

esteem [is'tkm] = to think highly of. 

estimate ['estimeit] =to reckon. 

evasion [i'vei/jnj = escaping [verb = to evade). 

eventuality [iventju'aeliti] = possible happening. 

exclude dksTdjuid] =to keep out. 

execute ^eksikjuitj =to do, cany’ out. 

executive [ig'zekjutiv] =the part or person concerned with 
putting things into action, 
exempt [ig'zempt] = free from the obligation of. 
exorbitant [igzoibitant] — far too high. 

expire [iks'paia] = to die; to come to an end; [literally) ‘to 
breathe out’. 

exploit [iks'ploit] = to make full use of. 
extinction [iks'tigkfn] = destruction. 

fabric ['faebrik] —woven materials, 
facilities [fo'silitiz] = conveniences, helps, 
factor ['faekta] = cause producing some effect, 
famine ['femin] = severe lack of food, 
fee [fi:] — payment for work. 

file [fail] = to arrange papers, documents, etc., for easy reference 
in a file (i.e. box or cardboard cover with string to hold 
papers in order). 

finance [fai'naens] =the science of controlling money, 
findings ['faindigz] — the decision, the judgment of a committee 
or court of law. 

flexible ['fleksablj =able to be bent; able to adapt itself, 
flourish ]'fl.\rij] =to prosper. 

fluctuate ['fUktjuieit] =to rise and fall; change this way or 
that. 

flv-wheel r'flai will 1 =heavy wheel in a machine which keeps its 

■v- — w 

motion steady and regular. 

^ N_ 

focal ['foukl] = adjective from focus = the point where lines 
come together. 

footing ['futig] = position in relation to others, 
foreman ['formom = a man in charge of several workmen, 
foresight ['foisaitj = seeing into and planning for the future, 
forfeit rforfit] =lose as a consequence of punishment, 
forgerv '^foidjari | — the cop\Tng of a signature, etc. in order to 

deceive. 
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formidable ['fozmidabl] = causing difficulty or (ear. 
forthcoming [fD:0'kAmirj] ‘the money was not forthcoming 
=the money was not paid out. 

frantically ['fnentikli] = madly. (The corresponding adjective 
is frantic). 

fraud [fro:d] = dishonesty, trickery. 

freight [freit] = charge for the transport of goods by rail or sea. 
friction ['frikjan] = rubbing one thing against another; 

( figuratively ) disagreement, lack of harmony. 

fringe [frind 3 ]= edge. 

fund [fAnd] - a sum of money for some special purpose, 
fundamental [fAnda'mcntl] = necessary'; that on which the rest 

is built. 

furnish ['fainij] =to supply. 

gaberdine ['gaebadiin] =strong, thin serge-like cloth made of 
wool and cotton. 

gangway ['gaegwei] = moveable bridge between the ship and 
the shore. 

gear [gia] =adjust, prepare. 

generate ['dsenareit] = to produce. 

globe [gloub] = ball-shaped object; the world. 

gloomy ['glu:mi] = badly lit, depressing. 

glut [glAt] = surplus, too great quantity. 

grade [greid] = to put into classes according to quality or size. 

grave [g reiv] = serious, 
grievance ['grirvans] = a cause of complaint, 
gross (a) [grous] = twelve dozen (144)* 
gross (6) [grous] = without deduction. 

handicap ['haendikaep] = disadvantage. 

hap-hazard [ , haep , haezad] = entirely by chance, without plan. 

harass ['haeras] = to worry. 

hardware ['hcudwsa] = articles made of metal for use in the 
house. 

havoc ['haevak] = destruction. 

hideous ['hidias] = very ugly. 

high-grade ['haigreid] = very good quality. 

* hitherto [hiSa'tu] = up to this time. 

hornet [ # ho:nit] = large bee-like insect with a poisonous sting, 
host [houst] = large number, 
humility [hjui'militi] = humbleness. 
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hydro-electric power ['haidrou . . .]= electric power made by 
u$in£ water. 

hygiene ' # haid3i:n] — the science, and the rules of keeping 
healthv; (corresponding adjective, hygienic) 'hai'd3i:nik\ 


ice-bound ['aisbaund] = blocked with ice, or, (for a ship) unable 
to move because of ice. 
identical [ai'dentikl] = exactly the same, 
ignorant ^'ignaront] = without knowledge, 
ignore [ig'nof —to take no notice of. 

immigration [imi'greijn] = coming into a country. The 
opposite of emigration. 

imperative fim'peratif —absolutely essential, 
imposing "im'pouziry = impressive, 
incentive Tn'sentiv" = thins: that drives one on. 

L. - 

incline Tn'klain] = to slope, lean towards, 
incorporated Tn'koipareitkT = included in the body, 
indent, v. Fin'dent] =to order. 

indented [in r dentid] = with a line started further back from the 


edee. 

index ■ hndeks] = alphabetical list of subjects treated in a book. 

indication [indi'keijrf =sign, guide. 

indiscriminate [indis'kriminit] = not careful in choosing. 

indispensable Tndis'pensobk = essential. 

inducement in / dju:sm 9 ntj = attraction to do something. 

inevitable [in'evitobl] = unavoidable. 

ingenious [in^imios] = clever. 

inherent [in'hiarant] = an essential part of. 

initiative [i'nijiativ] = eneigy, originality. 

innumerable li’njuimarbblj = cannot be numbered. 


insert ^'53^j = to put in. 

insignificant [insig’nifikantj = small, of no importance, 
instalment [in'stoilmant; = a sum of money paid as one ot a 
series of payments forming part of the total due. 
institutions 'insti'tjuij'anz' = organisations, 
insuperable rin'suipsrabl] = cannot be overcome, 
intangible In'tsendpbl] = cannot be taken hold of. 
integrate '/intiqreiri - organise as one unit, 
integrity 'in'teoritr =honesty. 

interim -intarirm = for the meantime; time between t« 0 


events. 

interlocked into'bktj 


joined; locked together %rith each other. 



GLOSSARY 


337 


intersect pnta'sekt] - to cross each other (of two lines), 
intervene [inta'viin] -to come between; interrupt, 
interview ['intavju:] = meeting for doing business, 
intimate ['intimat] —close, detailed. 

invest [in'vest] —to use or place money to secure an income. 

investigate [in'vestigeit] — to enquire into. 

invoice ['invois] =a list of goods sent to customer with prices. 

involve [in'volv] — to mix up with, connect with. 

irrespective (of) [iri'spektiv] = without consideration; in spite of. 

judicious [d3ui'difas] -wise, with good judgment. 

laboratory [la'bDratri] ['laebratril — place where scientists work. 

latitude ['laetitju:d] -freedom of judgment, thought, action. 

lay-out 1 ['leiaut] = general plan or design. 

ledger [led3a] -business book in which accounts are recorded. 

legacy [legasi] — something left, generally in a will. 

legible [led3abl] = can be read. 

legislation [led^isleijn] = law. 

leisurely plesali] -without hurrying. 

liabilities [laia'bilitiz] - obligations. 

link [ligk] = to join as in a chain. 

location jlou'keijn] - placing. 

lodge \l0d3] = to place, deposit. 

logical [lod3ikl] =in accordance with logic, i..e the art Oi 
reasoning. 

loophole [lurphoul] = way of escape. 

mania ['meinia] — form of madness, 
manifold ['maenifould] —many, 
manual ['maenjual] —having to do with the hands, 
manuscript ['maenjuskript] -book, etc. written by hand, 
margin ['ma^in] — border, 
marine [ma'riin] —belonging to the sea. 
maritime ['maeritaim] — connected with the sea. 
maturity ma'tjuariti] — when its time is completed, 
maximum ['mseksimam] — highest quantity or number, 
maze [meiz] — complicated network of paths; any very difficult 
matter. 

media [*mi:dia] — means by which something is done (singular 
medium). 


1 Compare outlay (page 338 ). 
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merits ['merits] =good points, advantages. 

meter ['mi:ta[ — instrument for measuring automatical]v. 

mild [maild' = gentle. 

minimum ['minimairf = lowest quantity or number. 

mohair "'mouhea' — cloth made from the hair of the angora 

i- ^ U? 

g° at - 

monopoly [ma'nopali] =an exclusive right (i.e. a right held by 
no one else). 

mortgage ['mo:gid3j = security on property, 
motive ~'moutiv~ = feeling or desire that causes action, 
multiplicity [mAlti'plisiti] — large number, 
mutual ['mjuitjual] — between one another. 

negotiate [ni'goujieit] — to discuss or bargain, 
negotiation [nigouji'eijan] = attempt to reach agreement, 
nib [nib] = the pointed metal part of a pen. 
nominate ['nomineit] = to put forward a person’s name for 
appointment. 

notary 'noutari] =a public official whose duty it is to certify 
certain legal papers. 

notation [nou'teijan] = system of numbering or reckoning, 
null and void ['haI and Void] = having no force in law. 

obvious ['obvias] = plain, easy to understand, 
offset ['ofset] =to balance, make equal. 

O.K. ['ou 'kei] = islang) all correct, 
onset ['onset] = beginning. 

onslaught ['onsbit] = attack. 

opportune _'opotjuzn] = suitable, favourable, 
oppression o prejan] =hard and cruel rule, 
ordeal [oi'diol] =tr\ing experience, 
outlay ['autlei] = expenditure. 

outskirts ['autskaits] = outer edge. . . 

overdraft ['ouvadrazft] =notm from to overdraw , i.e. to take out 
of an account more than stands to one s credit, 
overheads ['ouvohedz] = overhead expenses, i.e. permanent. 

regular ones such as rent, taxes, insurance, w ages, etc. 
own [oun] up to-to admit to (generally for having done 

something wrong). 

paramount 'paeramaunt] = highest. 

pastor ['pa:sta] = bishop, clergyman, priest, etc. 
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paternal [pa'ta:nal] =like a father, 
patter ['paeta] = quick, ready talk, 
peak [pi:k] period =busiest time, 
pedestrian jpi'destrian] = person walking, 
penalise ['pimalaiz] =to punish, 
penance ['penans] — punishment. 

persecution [paisi'kj u:Jan] = cruel treatment of a person 
because of his beliefs, 
perspire [pas'paia] — sweat, 
phase [feiz] = aspect, period. 

pin-head stripe ['pin hed 'straip] =a stripe made of small 
dots. 

pitfall ['pitfoil] = trap; danger not readily seen, 
plastics ['plaestiks] =modem, easily moulded material, 
plutocracy [plur'tokrasi] = rule by the wealthy, 
poplin ['poplin] = a corded material of silk and wool, 
pore Qpoi] (over)«to fix the eyes on; to study deeply, 
portable ['poitabl] = able to be carried about, 
poster ['pousta]=a large advertisement, usually a picture, 
pasted on walls and boards, etc. 
precarious [pri'kearias] — uncertain, risky, 
precede [pri'skd] = to go before, 
predict [pri'dikt] = to foretell, 
pre-eminent [prii'eminant] = outstanding, 
premises ['premisiz] = business or factory buildings, 
prestige [pres'tig] = respect caused by one's power or reputa¬ 
tion. 

prevail [pri'veil] = to be customary. 

primarily ['praimarili] =in the first place. 

primitive ['primitiv] = simple, old-fashioned, undeveloped. 

prodigy ['prodid 3 i] = wonderful thing. 

prohibitive [prou'hibitiv] = making impossible. 

prominent ['prominant] = standing out; distinguished. 

promote [pra'mout] =to advance. 

propaganda [propa'gaenda] = organisation for spreading infor¬ 
mation or opinion, 
proprietorfpra'praiata] = owner. 

prospect ['prospekt] = a looking forward, a view before the eye 
or mind. 

psychology [sai'koladji] — scientific study of the mind and its 
working. 

purchase ['paitjas] =to buy. 
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query ~'kwiari~ = to question the correctness of. 
queue ’kju:~ =line of people waiting their turn, 
quota ['kwouta] = the quantity of goods allowed for some pur¬ 
pose (e.g. for import or export). 


ramification [raemifi'keijn] = spreading, branching out of a 
system, business, etc. 
range [reind3~ = variety. 

ratio ['reijiou] = the relation between two amounts, 
rayon ['reion] = artificial silk. 

reassure ~ri:a'jua] =to put at one's ease, give confidence to. 

recede [ri'si:d~ =to go back. 

recline [ri'klain] =tc lie down. 

redeem [ri'diim] = to buy back, repay. 

refund [ri'fAnd^ =to pay back. 

register r'red3ista] =to get one's name on an official list, 
rehabilitation [riffiaebilTteifn] = restoring to former position or 
state. 


reliable [ri'laiabl] = trustworthy. 

reluctant [ri'Uktant] = unwilling. 

remittance [rimitans] = money sent to a person. 

render ['renda] = to give, to deliver. 

replenish ri'plenip = to re-stock, fill up again. 

reputable '['repjutabl] =with a good reputation, i.e. good name 

for honestv. 


require [ri'kwaia] = to need, want. 

requirements [ri'kwaiamants] = needs. 

research ~ri'sa:tj] = advanced study to discover new facts. 

resent r ri'zent] = to feel angn T or hurt about. 

reservoir 'rezavwa: — place where water for a town is stored. 

resources ri'sDisiz = things that can be used. . 

respective [ri'spektiv] =of each; the ones that are nght for 

those in question. ...... 

restriction [ri'strikfanl =rule keeping you within certain limits. 


retain'ri'teinl = to keep. . „ . „„ 

revenue r 'revanju:] = total income (especially for the govern¬ 
ment). 

revive 'ri'vaivl = to give fresh life to. 

rolling stock ['roulig stok; = engines, carnages, wagons, etc. ot 

a railway company. . , 

rout, «. [raut] = disorderly flight of an army (verb rout=to 

cause this). 



GLOSSARY 


34 1 

route [ru;t] = way taken from one place to another, 
routine ['ru:ti:n] = regular order of work. 

rural['ruaral] =belongingto thecoun try asdistinct from thetown. 

saccharine ['saekarin] =a white, very sweet substance, obtained 
from coal-tar. 

satin f'saetin] = bright, shiny, silk material. 

scheduled [’Jedju:ld] = according to time table. 

scrutinize ['skru:tinaiz] =to examine carefully. 

section ['sekjan] = portion, part. 

servile ['sa:vail] =slave-like, lacking in independence. 

shed [Jed] = wooden building like a large hut. 

shirk Lfa:k]=to avoid doing one’s duty. . 

shop-soiled ['Jopsoild] = having lost their freshness by being 

shown in a shop. 

shrink [Jrixjk] = to become smaller. 
sim ultaneous [simal'teinias] = at the same time, 
slack [slack] =not busy ( also not tight; loose, careless, inatten¬ 
tive). 

slip (of paper) [slip] = thin, narrow piece. 

slogan ['slougan] = an easily remembered phrase often used in 
advertising. 

slump [slamp] = sudden heavy fall in prices, 
sole [soul] =only; by oneself, 
solicitor [sa'lisita] = a lawyer, 
sought [so:t] = past participle of seek [si:k] = look, 
specify ['spesifai] = to mention as being required or necessary, 
specified ['spesifaid] = particular; named, 
specification [spesifi'keijn] = detailed description of a thing to 
be made, the materials to be used, etc. 

spell [spel] = period. 

sphere [sfua] = a ball; the earth. 

spur [spa:] = something that urges one on. (Literally = the 
pricking instrument worn on a horseman s heel.) 
squalor ['skwala] =dirt, neglect, 
stability [sta'biliti] = steadiness, firmness, 
stagnate [staeg'neit] =to become dull, without activity, 
static ['staetik] = at rest, not moving. 

statistics [sta'tistiks] = systematic records especially of figures 
relating to business, people, etc. 
status ['steitas] = position in relation to others, 
statute [’staetju:t] =law (adjective = statutory). 
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stenographer [sten'ogmfo] = shorthand writer, 
stimulant ['stimjulant] = drink or food that increases the 
strength of the body for a time. 

stimulus ['stim jutes] = something that excites or drives a 
person on. 

stipulate ['stipjuleit] =to state as a condition, 
strategy’ ['straet^il = the art of working out plans, moving 
forces, etc. in war; (adj. = strategic), 
stress [stres] = emphasis, 
stringent ['strindjant] = strict, 
strive [straiv] = to try hard. 

submit [sob'mit] = send for consideration. To yield. 
subscribe [sob skraib] =to join with others in paying money, 
subsidized ['sAbsidaizd] = given financial help by the State. 

subtle ['sAtl] - clever, complex. 

sue [sju:] = to bring a legal action against. 

suite [swi:t] = set of furniture of the same kind; set of rooms. 

supersede [sjurpo'si:d] ^ to replace. 

supervise ['sjuipavaiz] — to watch over (noun —superv ision). 
surplus ['saiptes] - more than is needed; amount left over, 
sustain [sos'tein] — to hold up, keep alive. 


tact [taekt] = power of doing or saying the right thing so as not 

to hurt people's feelings. . . . ^ 

tariff Htserif] = taxes put on goods coming into (or sometimes 

going out of) a country; list of duties. 

tear fteol = to rush. , . . 

technician [tek'nijbn] = an expert in some mechanical science 

or industry. . , 

technique [tek'niik] - way of doing somethmg expertly m the 

arts. 

tenor ['tens] = exact copy. 

terminable f'tsrminabl] = able to be ended. 

thoroughfare [' 0 Arafeal = a street through which traffic can go 

without interruption, 
tick [tik] = a small mark. 

timber ['timba] =big trees; wood for building, 
time-lag ['taim keg] = delay. 

toil [toil] = work, 
topic i'tDpikl = subject talked of. 
transaction [tranz'akjan] = piece of business, 
transform [trans'fDim] = to change. 
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(in) transit ['transit]* on the journey. 

transition [traen'sijan] = midway stage in the change from one 
condition to another, 
trend [trend] = general tendency. 

(pay) tribute (to) ['tribjuit] = to express appreciation of. 

triple ['triplj* three times. , 

trustee [trAs'ti:] = person to whom money has been entrusted, 
turbine ['taibain] = wheel turned by the force of a current of 
water or steam, used for producing power, 
turnover ['tamouva] * amount of business done; money 

received and paid out by a firm, 
ultimate [' Altimat] = last. 

under separate cover=in another letter or postal package, 
understudy ['AndastAdi] =to learn the work of someone in 
order to do it if the need arises, 
unique [ju:'ni:k] = having no like or equal, 
unsophisticated [Ansa'fistikeitid] - lacking in worldly wisdom. 

utilise ['juitilaiz] — to make use of. 
utility Qui'tiliti] = usefulness. 


valid ['vaelid] = in order; correct according to law. 

vehicle ['virikl] =anything used for carrying, e.g. cart, wagon. 

vivacious [vi'veijas] = lively. 

vivisection [vivi'sekjan] = the practice of performing operations 
on living animals to gain more medical knowledge, 
voluminous [va'ljuiminas] =big, full. 

warehouse ['weahaus] = place where goods are stored, 
warrant fwDrant] = document giving a person legal authority 
for some action, 
whim [wim] = a passing fancy. 

wind up (a company) [waind Ap] = to bring it to an end. 
yield [ji:ld] =retum; income, 
zinc [ziqk] = a bluish-white metal. 
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Errors and Omissions excepted 

(E. & O.E.), 299 

Estimate, 229 
Exchanges, 289 
Export Department, 279 
Exports, 10, 31, 37 . 279 ff- 
Ex Ship, 230 

Extraordinary Meeting, iio 
Ex Warehouse, 230 

Fine Trade Bill, 272 
Firm Offer, 229 
First of Exchange, 293 
Fishing, 46 
, Float, 174 

Floating Policy, 284, 299 
Foreign Trade, 61, 292 tf. 
Founders Shares, 101 
Franco, 284 
Freehold, 205 



INDEX 


346 


I rce 011 Hoard (F.O.B.;, 230, 284, 
203. 300 

Free on Kail 1 F.O.U.i, 230 
Freight Note, 283, 209 

Gas, Nationalisation of, 95 
General Manager, no, 112 
Gilt-edged. 100, 263 
Good Will. 19S 
Graphs, 126 
Greetings, 141 
Gross Profit, 199—201 

Headings, 139 
Hire Purchase, S6-9 
Home Office, 22—3 
Home Trade, 61 
Hudson’s Bay Company, 95 

Immigration Officer, 21 
Import Duty, 283,287 
Imports, 30, 279 ff., 283, 287 
Imprest System, 174 
Indent, 2So— 1, 293 
Industrial Revolution, 33, 52, 93 
Industries, Types of, 43 
Inspection Order, 288 
Instalments, 86-7 
Insurance, 62, 299 
Invoice, 167—9, 223, 2S4, 300 
Iron and Steel, 47-51 
Irredeemable Debentures, 101 
I so types, 126 

Joint Stock Companies, 94—99 

I^ancashire, 53-4 
Leasehold, 203 

Ledger Department, 167, 170th 
Ledgers, 1 70-2 
Legal Tender, 233-4 
Letters, Lay-out of, 139-46 
Letter of Credit iLC), 13, 29 2, 294 
Letter of Hypothecation, 294, 304 
Letter of Introduction, 16, 261 
Liabilities, 19S, 204, 210 
Limited Companies, 96-7, 178 
Limited Partnership, 94 
Line Chart, 126-7 
Loan, 203, 263 


| Loan Account, 263 
I Loco, 230. 2S4 

London Passenger Transport 
Board iL.P.T.B. j, 244 
Loose Leaf Ledger, 1 -0-2 

Mail Orders, 85—6 
ManagingDirector.no 
'Mark*, 280, 293 
Marine Insurance, 2S3 
Meetings of Companies, 109-10 
Memorandum of Association, 97 
Mercantile A gene v, 17- 221 
Metric System, 38, 30S 
Middleman, 63, 281 
Minutes, 114 
Minute Book, 114 
Monet*, 251 

Money Order (M/ 0 ), 255-6 
Mortgage Debentures, 101 
j Motor Engineering, 30—1 
| Motor Transport, 242-4 
Multiple Shops, 72. 7S, 80-1 
) Muscovy Company, 95 

p 

j 

: Nationalisation 

Bank of England, 95 
Coal, 48 
Electricity, 95 
Gas, 95 

Iron and Steel, 48 
Transport, 239 
Water, 95 

Negotiable Instruments, 2 73-4 
| Net Cash, 230 
Net Profit, 201-2, 206 

I 

j Occupations, 43 
; On Consignment, 2S8 
j One-Man Business, 92-3 
] On Sale or Return, 122 
j Ordinary Shares, 101, 204 
I O. R- Note 243 
Overdraft. 203, 263 
j Overheads, 202 
Overseas A gent. 281 
Owner's Risk sO.R.j, 243 

Packing and Forwarding Agent, 
280,283 
‘Par’, 99 
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Partnership, 93-4 
Pass Book, 262 
Passport. 15. 21-2 
Payee, 258 

Permission to land, 22 
Petty Cash, 174 
Pie Chart, 126 
Pool of London, 27 
Population, 33, 43~4 
Ports, 27 

Postal Orders (P/O), 254 
Poundage, 254, 256 
Preference Shares, 100 
Premium, 99 
Price List, 229 

Prices Current, 229 y 

Primage, 298 ; 

Prime Entry, 287 
Private Limited Company, 96 
Production, Cost of, 36 
Profit and Loss Account, 110, 178, 
198, 201-3,206,212-13 
Pro Forma Invoice, 169 
Promissory Note (P/N), 275 
Prompt Cash, 230 
Proprietary Goods, 122,168 
Prospectus, 99 
Protest, 275,293 
Proxy Votes, 109 
Public Limited Company, 96, 204 
Purchases Book, 172 

Quotation, 229 

Railway Rates, 241 
Railways, 237 - 4 1 
Reconciliation Account, 173 
Redeemable Debenture, 101 
Reference, 140 
Refer to Drawer (R/D), 264 
Registered Companies, 95-6 
Register ofBusiness Names, 93 
Register of Directors and Secre- 
aries, 114 

Registrar of Joint Stock Com¬ 
panies, 97-8,110,114 
Registration of letters or parcels, 
253 

Reminders, 176 
Retailer, 70-3 
Retail Shops, 71 
Return Books, 169 


Road Transport 242-4 
Routes to Britain, 16-17, 29 
Royal Charter, 93 

S. and S. rates, 241 
S. and D. rates, 241 
Sales Day Book, 172 
Sales Manager, 114-7, 167 
Second of Exchange, 293 
Secretary, 113-14 
Security, 263 
Security, collateral, 264 
Security, gilt-edged, 263 
Shannon Power Scheme, 37 
Shareholders, 108-9,178 
Shares, Types of 
\ Deferred, 101 
Founders, 101 
Fully Paid, 99 
Ordinary, 101 
Part Paid, 99 
Preference, 100 
Shipping Agent, 283, 296, 298 
Shipping Lines, 26 
Shipping Note, 283 
Sleeping Partner, 94 
Sole Trader, 92-3 
Spot Cash, 229 
South Sea Company, 95 
Staff Manager, 113 
Stamp Duty, 268,276 
Stamps, 254 
Standard Coins, 253 
Statement, 174-6 
Station and Delivery (S. & D.) 

241 

Station to Station (S. to S.), 241 
Statistics, 124-7,190 
Statutory Companies, 95 
Statutory Meeting, 109 
Stock Control, 188, 223, 226 
Stock Taking, 190 
Subsidiary Books, 172 
Suez Canal, 28 

i 

Tapering Charge, 241 
Telephone, 161—3 
Tender, 229 
Third of Exchange, 293 
Time Recorder, 163 
Token Coins, 253 
Trade, 61 
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Trade Discount, 168—9 
Trade Papers, 122 
Trading Account, 191, 198 -200 
Transfer of Shares, 96-7 
Transport, 61,237—246 
Travellers, 115-16 
Travellers Cheques, 292 
Treasury Notes, 252 
Trial Balance, 177 
Turnover, 200 


Valuation, 191 
Valuation Sheets, 178 
Visa, 15 

Warehouse, 61, 167,186 
Water Power, 37 
Wholesaler, 63-9 
Wool, 51 

Wool Exchange, 60 
Yorkshire, 52 
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